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TRACING A NEW PROFILE IN POWER! steam condensers like this—with up to 165 miles of tubing—condense 
millions of cubic feet of steam per minute in power plant operation. Success depends largely on the tube pattern—reflected by the hole 
pattern you see here. The problem? Power plant design trends are placing tighter limits on condenser size and shape, so condenser 
designers must explore many new condenser geometries. © To do this most effectively, Worthington engineers have developed a remark- 
able design technique called ‘‘rational analysis’. It more accurately evaluates any condenser—no matter how unusual in shape. — Result? 
Power plant designers can confidently create more efficient layouts with tougher condenser requirements. Worthington Corporation, Harrison, N. J. 
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prove unexpectedly popular for weekenders 


Next step for our man in space 
Grissom’s near-triumph still leaves U. S. program hinging on test of Atlas 
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More austerity for Britain 
Program for ecomonic recovery includes higher bank rates, higher taxes, 
and cuts in government spending 


Corporate profits ride a rising tide 
Second-quarter earnings gain impressively over the first quarter, which is now marked 


as the year’s low. They’re still well below a year ago 


In business 
Air fares move up and down; FCC acts on satellite communications system; 


House group rejects Kennedy tax proposals; Rasminsky heads Bank of Canada 
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Chile’s growth plan may be the model. $10-billion, 10-year economic development 
program could become a blueprint for other Latin American countries 
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Corn Products invades Australia; theatrical agency goes abroad 


Pacific Northwest’s own phone company. Walter W. Straley (cover) presides over 
birth of big new company in the Bell System 


Foreign capital moves toward U. S. Rate of direct investment by 
European companies is rising 


Canco moves into contract packaging. By so doing, it becomes the first 
big nationwide company to enter a hodgepodge but fast-growing industry 


In Detroit: more sound than fury. Auto talks are still in a preliminary stage, 
with salvos fired mainly for publicity purposes 


Auto workers learning new skills. How community retraining program in Chester, Pa., 
is helping workers idled by Ford shutdown get new jobs locally 


In labor. Rise in Consumer Price Index; wage increases in first half; 
NLRB reorganization plan killed; lost time at missile bases 


The battle on Sunday selling. Supreme court’s upholding of Sunday blue laws 
creates more heat than light in a murky merchandising situation 


What sparks rise in life insurance stocks. The big question 
is whether they’ve risen too high too fast 


Wall Street talks 


In the markets. Defense spending spurs buying; silver stocks move 
toward 1961 highs; New York insurance law may spark rash of lawsuits 


Toymakers discover space age. Science assembly kits feature toy market boom 


In new products. Automatic microphotographic camera; tape-controlled pipe-bending 
machine; radar units to trap speeders and spot cops 


Rejuvenation of a steel mill. Modernization in Youngstown by 
Youngstown Sheet & Tube should put more 
vigor in the company’s sheet sales—and in an old steel city 


Pickup gains more strength. Measure of Personal Income again tops year-ago 
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170 1947-49=100 170 
seasonally adjusted 
160 pr ! 160 
150 150 
Year. 140 
140 ago 
130 130 
120 PERI re, ERE 120 
J FMAM JJ ASONDIJ FMAMIS JASON DLJ FMAMI J AS OND 
1959 1960 1961 
1953-55 Year Month Week § Latest 
average ago ago ago Week 
BUSINESS WEEK index chat ttiwttt .... 1333 1489 1537 1545r 153.6 
Production 
Steel ingot [thous. of tons]........ BERNA et eee neh ares 2,032 1,550 1,978 1,860r 1,858 
MONIES 25. erick hehe ca a Bk ace A baie Obie eeaeae en ee pea 125,553 112,179 128,216 127,157r 105,166 
Engineering const. awards [Eng. News-Rec. 4-wk. daily av. in thous.]. ... . $52,412 $87,182 $82,985 $88,184 $85,592 
Electric power [millions of kilowatt-hours]................-.-0-0-2eees 10,819 14,830 14,870 15,071 15,829 
Crude oil and condensate [daily av., thous. of bbl.]................... 6,536 6,855 7,097 6,930 6,948 
Bituminous coal [daily av., thous. of tons]..................eeeeeees 1,455 1,232 a,0k8 829r 1,240 
PUMNININN AUAES 55.5505 «he's Oe vices > on CRs Mieco iect sea wae eR eee 247,488 310,052 336,864 245,221 308,751 
Trade 
Carloadings: miscellaneous and I.c.|. [daily av., thous. of cars].......... 70 54 55 59 52 
Carloadings: all others [daily av., thous. of cars]..................... 47 47 45 36 44 
Department store sales index [1947-49=100, not seasonally adjusted]. . . 121 119 159 114 123 
Business failures [Dun & Bradstreet, number]...................05-. 198 259 307 304 343 
Prices 
Industrial raw materials, daily index [BLS, 1947-49=100]............. 89.2 90.6 89.6 90.7 90.9 
Foodstuffs, daily index. [BLS, 1947-49=100]..................0.008- 90.5 78.7 75.0 75.7 75.7 
PY CIOTN TSpOt- BU NGG, FON. 5 oe iso Sain scans ca cee specie 19.8¢ 20.2¢ 17.5¢ 17.5¢ 17.5¢ 
143.9 186.2 185.5 185.5 185.5 


Finished steel, index [BLS, 1947-49=100]................. ce eee wees 
Scrap steel composite [Iron Age, ton]............... 2... cece eee eee 
Copper [electrolytic, delivered price, E&MJ, Ib.]...............000005- 
Aluminum, primary pig [U. S. del., E&MJ, Ib.]..................00065 


$36.10 $31.50 $37.17 $36.67 $36.67 
32.394¢ 33.000¢ 31.000¢ 31.000¢ 31.000¢ 
20.6¢ 26.0¢ 26.0¢ 26.0¢ 26.0¢ 


Aluminum, secondary alloy #380, 1% zinc [U. S. del., E&MJ, Ib.]....... tT 24.01¢ 21.21¢ NA NA 
Wheat [No. 2, hard and dark hard winter, Kansas City bu.]............. $2.34 $1.89 $1.91 $1.96 $1.98 
34.57¢ 31.98¢ 32.30¢ 32.59¢  32.77¢ 


Cotton, daily price [middling, 1 in., 14 designated markets, Ib.]......... 


ne AUG I eee ce eas cate hk cu yee ESO ARS $1.96 $1.65 $1.75 $1.78 $1.78 


Finance 

500 stocks composite, price index [S&P’s, 1941-43=10].............. 31.64 54.54 64.72 64.81 65.10 
Medium grade corporate bond yield [Baa issue, Moody’s].............. 3.59% 5.16% 5.04% 5.09% 5.09% 
Prime commercial paper, 4 to 6 months, N. Y. City [prevailing rate]... ... 2-244% 334% 274% 254% 2.675% 


Banking Millions of dollars 


Demand deposits adjusted, reporting member banks................. TT 61,309 62,600 61,892 62,509 


Total loans and investments, reporting member banks................ tt 106,569 114,190 112,402 112,910 
Commercial, industrial and agricultural loans, reporting member banks. . . tT 32,375 32,849 32,710 32,540 
U. S. gov’t guaranteed obligations held, reporting member banks....... tT 27,793 32,935 31,456 31,899 
Total federal reserve credit outstanding....................-...-+55 26,424 28,437 28,486 28,641 28,575 
MR Coes ri eae eet IO» ohare BETES ACAD EES OY a8 DED 21,879 19,234 17,526 17,551 17,525 
Monthly figures of the week = lll Ml SO 
Cost of living [U. S. Dept. of Labor BLS, 1947-49=100]......... June... 114.6 126.5 127.4 127.6 
McGraw-Hill Indexes of New Orders [1950=100] 

New orders for machinery, except electrical [seasonally adjusted] June... 104 176 176 179 

Construction & mining machinery........................ June... 111 182 173 166 

SEES re ie rh GON og ae haere were June... 106 168 135 142 

se os nso sce og vie ee bine wee June... 120 331 298 281 

EE EE, gs Sic 5g Dg ho ogee pro paialee Ai June... 125 176 230 258 

iia SSE RSE SRR hae eat a rTPA PA June... 109 243 240 247 
New orders for machinery for export [1957=100%]............ June... tt 121 161 181 
* Preliminary, week ended July 22, 1961. r Revised. 

§ Date for ‘Latest Week’ on each series on request. 


tt Not available. Series revised. 
THE PICTURES: Cover, Marshall Lockman; 15, WW; 20, 21 Tibor Hirsch; 22, WW; 37, G. M. Basford Co.; 
40, 41, Marshall Lockman; 48, 49, Herb Kratovil; 61, Tibor Hirsch; 74, 75 Joseph Nettis; 81, Ed Nano; 83, WW. 
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READERS REPORT 


Poorest of the poor 


Dear Sir: 

Your recent article on the “rich’ 
savings & loan associations [BW— 
Jul.1’61,p78] was certainly a rev- 
elation. I must be too close to the 
forest to see the trees. Lest the 
public be misled about the profit 
picture of the industry in general 
and believe that stock associations 
in other sections of the country or 
mutual associations anywhere are 
sharing in the creation of these 
“new millionaires,” allow me _ to 
pass on just a few revealing facts. 

My association, a mutual, has as- 
sets over $100-million and is one 
of the largest in the Pacific North- 
west. Our regular staff of 95 off- 
cers and employees and a ten-man 
board of directors receive approxi- 
mately $515,000 annually in com- 
pensation. This amounts to less 
than $5,500 per employee. 

Starting salaries for male college 
graduates in this locale average 
around $350 per month, and often 
officer positions receive less than 
$600. You don’t have to be inde- 
pendently wealthy to work in this 
industry, but we do have to turn 
away many good young family 
men because we just cannot afford 
to pay a competitive salary. 

Still, this business of helping 
people to save money and to own 
their own homes has the merit of 
reasonable stability, and a few 
manage to secure compensation of 
an idealistic nature. 

Neil B. Dwyer 
Ben Franklin Federal Savings 

and Loan Association 

Portland, Ore. 


> 


= The “new millionaires” of the 
S&L industry are not limited to the 
stock associations. Recently, the 
manager of Beverly Hills Fed- 
eral Savings & Loan Assn., a mu- 
tual institution, sold the insurance 
and escrow agency affiliated with 
his association for $1.5-million. 


Cost vs. Communism 


Dear Sir: 

After reading “Keeping Out the 
Reds by Revolution” ,[BW—Jul.15 
’61,p56], and learning the attitude 
of businessmen toward President 
Kennedy’s aid program, I am afraid 
that should the business view pre- 
vail our grandchildren will indeed 
live under Communism. 

The conservatives’ attitude to- 
ward Communism is fiercely patri- 
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9,143,000 acres under 
fire protection in KENTUCKY! 





N° other State offers industry such tre- 

mendous natural advantages as Ken- 
tucky. But that’s only half of the Kentucky 
story. In January, 1960, Governor Combs 
and Lt. Governor Wyatt announced a 
multi-faceted program to help develop 
Kentucky’s enormous resources. Today, 
every one of these projected activities has 
actually been launched. 

Forestry, for instance. This year, Ken- 
tucky will have more than nine million 
acres of forest land under fire protection 
—80% of its total forests! Before the end 
of the year twenty-two steel fire-detection 
towers will be added to the twenty-eight 
already constructed in 1961, bringing the 
total to 166... twenty-three new graduate 
foresters have increased to 56 the number 
of professionals now working with Ken- 
tucky’s private timberland owners .. . a 
second forest tree nursery, established in 
1960, will bring the State’s 1962 planting 
stock inventory to thirty million seedlings, 
with full capacity of forty million... 170 
fire-prevention meetings have been held at 
the “grass-roots” level, reaching more than 
10,000 people. A new Division of Wood 
Utilization has been established to serve 
manufacturers of wood products. 

These are just a few of the big things now 
happening in Kentucky! We would like to 
give you complete details on the unusual 
competitive advantages Kentucky can offer 
your company. Write: Lt. Gov. Wilson 
W. Wyatt, or E. B. Kennedy, Commis- 
sioner, Dept. of Economic Development, 
300 State Capitol Bldg., Frankfort, Ky. 


COMMONWEALTH OF 








And Kentucky 
offers much more 
than forestry 

advantages... 


LOCATION—68.4% of Nation’s popula- 
tion within 500 mi., 38.1% within 300 
mi., 21% within 200 mi. 


FINANCING PLANS — more industrial fi- 
nancing plans (five) than any other 
State in the Nation. 


TRANSPORTATION FACILITIES — served 
by 4,000 mi. of track, 20,000 mi. of 
State-maintained highways, more miles 
of navigable rivers than any other 
State, seven major airlines. 


POWER CAPACITY — sufficient public 
and private reserve capacity readily 
available to supply the needs of any 
new or expanding industry. 


WATER RESOURCES — Kentucky has 
adequate ground and surface water to 
fulfill all present and future needs. 


LABOR FORCE — survey of Kentucky’s 
1,000 largest manufacturers shows 
94% consider their labor productivity 
from average to very high. 


COAL RESERVES — third-largest bitumi- 
nous coal-producing State with two 
large, widely separated fields. 


NATURAL GAS — more than 90 of Ken- 
tucky’s 120 counties have natural gas. 


RAW MATERIALS — Natural: coal, nat- 
ural gas, oil, limestone, silica sand, 
fluorspar, ball and fire clay, timber. 
Manufactured: chemicals, metals, plas- 
tics, coke, synthetic rubber, to name 
only a few. 


RESEARCH FACILITIES — New Spindle- 
top research facility is a three-way 
partnership: the State, University of 
Kentucky and private industry. 
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otic up to the point where it may 
cost money. Then they back down. 

Lester E. Crossman 
Pompano Beach, Fla. 


Home improvement 


Dear Sir: 

Your report [BW—Jul.15’60. 
25] on consumer attitudes toward 
spending was, as usual, most in- 
formative. The regular University 
of Michigan survey has been quite 
accurate as a gauge of consumer 
thinking. 

Yet, it seems to me that automo- 
bile and major appliance spending 
are somewhat over-rated in this 
survey. I would suggest that one 
major ingredient of consumer 
thinking and purchasing has been 
overlooked—namely, major home 
additions and improvements. 

It may be that questions of this 
nature are included in the survey, 
though public reports do not indi- 
cate this. Would it be possible for 
Dr. Katona to include a question 
on consumer plans for major home 
additions or improvements? A fig- 
ure of $300 might meet the “ma- 
jor” requirement. 

Durward Humes 
Central Supply Association 
Chicago, IIl. 


« The Michigan survey does 
query consumers on home improve- 
ments, as our story indicated, and 
includes these in its findings. But 
it doesn’t release specific data. 


Reappraised fees 


Dear Sir: 

As an independent appraiser of 
real estate, I subscribed to Busi- 
ness Week to help keep abreast of 
the times. I was pleased to read 
your commendation for the use of 
independent appraisers in estimat- 
ing insurable values, but I was 
startled to read the reference to an 
expert’s fee of about $50 to $75 
for the appraisal of a ten-room 
house [BW—Jul.15’61,p110]. . . . 

Rising costs prevail in this field 
too! It may require a total of five 
hours’ time in the field and in the 
office, in addition to the secretarial 
help. Twenty dollars an hour is 
quite reasonable and not uncom- 
mon as a basis of billing for quali- 
fied expert professional appraisal 
service. So, as long as you are talk- 
ing in terms of $50-$75, you might 
as well make it another $25 and 
say $50-$75-$100. 

George T. Coonley, M. A. I. 
Evanston, IIl. 
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Defense program 
now overshadows 
natural recovery 


Idle capacity and 
jobless workers 
help the buildup 


Inventory buying 
sure to quicken 


Business outlook BIW 


Natural forces of recovery—already much stimulated by government activity 
—now seem completely overshadowed by Washington decisions. 

This prospect has been emerging rather clearly for some time, of course. 
Now it has been made specific and concrete by the President. 

Business planning must go ahead on the assumption that there will be no 
shooting war. We are not yet a garrison state; any projection, for now, calls 
for both guns and butter. 


Businessmen now can see much more clearly, in some respects, what lies 
ahead of them. They need no longer worry, for example, about the trend 
of business activity six months or a year from now. 

Whether the matters that have been cleared up outweigh the new uncer- 
tainties that are raised is quite another question. 

Taxes have been left over for the first of the year (but any hope of a cut 
is out). Controls are not requested—now. But companies whose profit 
margins still are sickly will be nursing some qualms. 


Launching of this buildup—for the military, for space, for civilian defense— 
is the easier for its timing. 

That is to say, it finds industry with a good bit of idle capacity and the 
labor force with something more than ample slack. 

Thus there are no pinches immediately in sight. 

Such a setting can hardly be called inflationary. Yet, even before the 
President’s speech, there had been no little talk about a revival of inflation. 
And Wall Street, to mention one spot, is full of it now. 


Broadening employment and rising personal income should provide the 
natural base for a substantial rise in consumption. It is sincerely to be hoped, 
though, that nothing resembling scare buying develops. 

Only this week, an advance of two-tenths of a percentage point was 
recorded in the cost-of-living index—not much, to be sure, but enough to 
put ideas into the heads of the planners. 

Any buyers’ rush would strengthen the hands of those with a natural 
predilection for price and wage controls. 


Healthy increases in demand—both on the part of business and consumers— 
are bound to develop in the course of events. 

Industry, in particular, will be modifying inventory policies. 

There are no shortages of materials in sight, it is true. But it no longer 
will seem advisable to go along with bare-bones stocks. 

Not only will the need for materials be rising and delivery time length- 
ening. Suppliers’ price ideas will be stiffening; those recently afraid that 
boosts “might not stick” will be gaining confidence. 


The inventory of 1961 cars, totaling more than 900,000 going into July, 


may soon begin to look skimpy. 
With the talking-point of a possible strike, many auto dealers had felt 


that this year’s old-model cleanup was in the bag (whether the walkout 
ever actually took place or not). 
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Factory outlays 
on expansion may 
face new delays 


Tax-rate worry 
plagues business 


Dollar’s future 
tied to budget 


Business outlook continued 


Now they can talk about how auto production had to be halted in 1942 
and slashed in 1951—without mentioning that there was shooting then. 


Industrial outlays for new plant and equipment probably won't be stimu- 
lated as much as if there were less defense in the business outlook. 

Many factors enter into this. One is that businessmen won't know exactly 
the type of production that will be needed, whether they can go on satis- 
fying civilian demand or will have to shift to defense work. 

Moreover, the profits to finance the expansion still are problematical. 
That’s true as long as the tax issue is up in the air. Producers can even 
conjure up the nightmare of excess profits taxes. 

Finally, defense contractors and those who may get defense work might 
hold back in the hope of winning accelerated depreciation. 


Tax considerations, come January, are highly problematical for both eco- 
nomic and political reasons. 

On the political side, there has been the reasoning that brisk recovery 
would send Treasury revenues up so fast it would be deflationary (that 
Washington wouldn’t know how to spend the money fast enough). 

This now can be dismissed. The money is already spent or spending. 

Federal spending on “major national security,” as it is classified, already 
is scheduled at $48.2-billion in the current fiscal year. That doesn’t include 
some of the increases Congress already has authorized, much less the 
additional $314-billion now being asked. 


The pledge of a budget “strictly in balance” next January, if redeemed, 
likely will call for more revenues than even rising incomes will yield at 
present tax rates. 

Yet revenues are very hard to estimate—as is shown by the shortfall in 
fiscal 1961 revenues, between the March estimate and the June 30 closing 
of the books, of nearly $1-billion (page 18). 

Even if the White House is able to pinpoint spending next January, there’s 
no certainty it can do as well on revenues. So business might still face a 
reopening of the tax issue later in 1962. 


Protecting the purchasing power of the dollar at home and the integrity of 
its exchange value abroad may not now be the lively topics that they have 
been in the not-so-distant past. But they are lurking about. 

Any revival of the inflationary potential would create distrust of the dollar 
at home (and could accentuate any buying rush). And rising prices would 
make our exports too costly (while inviting imports in). 

Failure to keep the budget in balance—inflationary in itself—would 
further impair confidence both at home and abroad. 


Britain’s boost in its bank rate this week won't help the dollar. 

High interest rates in London contributed strongly to our “gold crisis” 
last year, attracting short-term balances from New York. That flow aggra- 
vated the problem created by our deficit in balance of payments. 

New York isn’t too worried about loss of funds to London immediately— 
not until confidence is restored in the pound. After that, though, the 


relationship of interest rates in the two centers will be important. 
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The new mobilization 


Meeting the Berlin 


July 29, 1961 
Number 1665 


Kennedy will try to steer a middle course, but he’s taking 
costly military steps to prevent a takeover of Berlin. 
The new budget is big, but there’s no tax hike in sight yet 


Pres. Kennedy and his military 
chiefs this week mapped out the 
national strategy for coping with the 
threat to Berlin and _ intensified 
Soviet truculence elsewhere in the 
world. In his televised speech to the 
nation Tuesday night, Kennedy laid 
out plans for handling what Wash- 
ington views as the most dangerous 
cold war crisis ever. And the next 
day, Defense Secy. McNamara gave 
Congress the specifics of the mili- 
tary buildup that the Administration 
wants. 

The new plans represent a middle 
course. The President is steering 
away from the dramatic and massive 
mobilization measures that some of 
his advisers wanted. But he is order- 
ing some costly steps to bolster 
U.S. military strength, particularly 
to be able to thwart a Soviet take- 
over of Berlin without resorting to 
nuclear war. 

These points stand out in the 
President’s strategy: 

* The U.S. does not recognize 
the Berlin threat as an isolated crisis. 
The Soviet challenge will be faced 
as a global problem. The U.S. mili- 
tary buildup will be aimed at Soviet 
expansion everywhere it may crop 
up. 

# The new plans represent only a 
first phase in countering Kremlin 
saber-rattling. A second package of 
preparedness measures has been 
drafted and will be put into effect 
if the Russians continue to threaten 
the peace. 

* The U.S. will not hesitate to 
fight to defend the free world’s 
position in West Berlin and to 
counter Soviet aggression on other 
fronts. 

= Objective of the new military 
buildup is to allow the U.S. a flex- 
ible response to Soviet belligerence. 


BUSINESS 
WEEK 


threat 





Specifically, this means expanding 
the nation’s capacity to fight limited, 
non-nuclear wars with conventional 
arms and equipment. 

New measures. In setting out the 
immediate strategy, the President 
was pointing up a sustained buildup 
of American military strength and 
announcing his readiness to call for 
more drastic measures in case the 
crisis worsens. He said he is ready 
to ask for more men in uniform, 
higher taxes, economic controls, or 
other new powers. 

The new measures, he said, “will 
be constantly studied and altered as 
necessary. But while we will not let 
panic shape our policy, neither will 


we permit timidity to direct our pro- 
gram.” 

Short-range, the President said the 
added defense costs ($3.454-billion ) 
and the resulting increase in the fed- 
eral budget deficit (now estimated 
at over $5-billion) could be met 
without a boost in taxes. 

Implicit in the President’s message 
is the expectation that other NATO 
countries will be chipping in more 
generously to confront the Soviet 
Union with a united and strength- 
ened defense. 

Mobilization plans. Under the new 
military buildup, U.S. Armed Forces, 
now consisting of 2,493,000 men on 
active duty, will be increased by 
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217,000 men. The extra men will be 
used to fill up under-strength Army 
combat units and to expand Navy 
and Air Force tactical forces. To 
meet the new needs, draft calls will 
be doubled and tripled in the com- 
ing months. The August draft call, 
originally planned at 8,000, was im- 
mediately jacked up to 13,000 this 
week. The July draft call totaled only 
2,000. 

Only a limited call-up of reserves 
is now envisaged. Present plans call 
for the mobilization of several Air 
Transport squadrons, Air National 
Guard tactical air squadrons, and 
assorted Reserve units. Training pe- 
riods for other reservists and tours 
of duty for some men already in 
active service will be extended. 

The updated operational plans 
also will keep B-47 medium-range 
bombers, previously scheduled for 
the scrap heap, in active service. 
Tactical air fighter, anti-submarine 
warfare, sealift and airlift forces will 
be increased. Efforts to place half 
the Air Forces B-52 long-range 
bomber force on a 15-min. ground 
alert will be speeded. 

Total cost for expanding force 
levels and accelerating operations: 
$1.5-billion for the current year. 

New shopping list. The largest 
chunk of the Pentagon’s budget in- 
crease—$1.8-billion—will be  ear- 
marked for additional procurement 
of conventional arms and equipment. 
The new shopping list covers small 
arms, ammunition, artillery, vehi- 
cles, communications and electronics 
gear, battlefield missiles, and other 
equipment for the Army and Marine 
Corps; anti-submarine equipment, 
aircraft, torpedoes, tactical missiles, 
ammunition, and _ miscellaneous 
equipment for the Navy; and trans- 
port planes, helicopters, and tactical 
fighter aircraft for the Air Force. 

The items in the new shopping list 
are short leadtime goods. The Pen- 
tagon has been given the green light 
to increase output only of weapons 
and equipment already in produc- 
tion. The idea is to grind more goods 
that can be ordered and delivered 
over the next 10 to 12 months from 
current suppliers. So the increased 
procurement would benefit few if 
any new producers. The goal is to 
get more arms and equipment into 
the hands of military forces as 
quickly as possible. 

Just last week, the Army infor- 
mally told the Senate military ap- 
propriations subcommittee—which is 
the forum for handling the Presi- 
dent’s program—that it is still short 
$550-million in essential material this 
year. Kennedy's new budget includes 
the sum for the Army. 

Civil defense budget. Final item 
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in the expanded defense budget is 
$207-million more for civil defense. 
This brings the cost of the Kennedy 
Administration’s civil defense pro- 
gram to $311l-million this year. The 
House already has trimmed the in- 
itial civil defense budget proposal to 
$79-million. But management of the 
program has been shifted from the 
Office of Civil & Defense Mobiliza- 
tion to the Defense Dept. in a move 
calculated to enhance the stature of 
civil defense activities in Congres- 
sional eyes. 

The added civil defense funds, 
which fall far short of the billions for 
shelter construction advocated by 
civilian defense proponents such as 
Gov. Nelson Rockefeller of New 
York, will pay for a survey by the 
Army Corps of Engineers of existing 
buildings and _ installations that 
might be used or modified for use as 
nuclear fallout shelters, to expand 
stockpiles of civil defense supplies, 
improve air raid warning and fallout 
detection systems, and related pur- 
poses. 

Top advisers. Kennedy’s new de- 
fense plans—stressing long-haul 
planning rather than hasty crisis re- 
actions and preparations for non- 
nuclear military operations rather 
than another expansion in nuclear 
striking forces—bear the imprint of 
Presidential advisers Maxwell D. 
Taylor, retired Army Chief of Staff, 
and Harvard Prof. Henry Kissinger, 
a specialist in military and diplo- 
matic affairs. 

The President said: “We need the 
capability of placing in any critical 
area at the appropriate time a force, 
which, combined with that of our 
allies, is large enough to make clear 
our determination and ability to de- 
fend our rights at all costs—and to 
meet all levels of aggressor pressure 
with whatever levels of force are 
required. We intend to have a wider 
choice than humiliation or all-out 
nuclear action.” 

Defense Secy. McNamara quickly 
carried details of the new program 
to Capitol Hill, and coincidentally 
sought to pave the way for future 
readiness should Kennedy declare 
a state of national emergency. 

Here is what the Administration 
wants to do: (1) beef up immedi- 
ately its military force in Europe; 
(2) bring U. S.-based divisions up to 
combat readiness to be deployed 
around the world at a moment's 
notice; and (3) set the machinery in 
motion to make big increases in man- 
power if need. 

Solid support. Congress was quick 
to fall solidly in line behind the 
President on his get-tough program. 
There was little doubt Kennedy 
would get all he asked for. 


> ackivehe- tian 
il. The new mobilization 


Tactics 
for the 
crisis 


As the Berlin situation comes 
to a head, both sides are 
weighing possible strategies 


One look at the map (right) makes 
it clear why Nikita Khrushchev 
wants to drive the U.S., Britain, and 
France from West Berlin and thinks 
he has a good chance of doing so. 
Isolated 110 miles inside Communist 
territory, militarily indefensible short 
of all-out war, the West’s showcase 
city lies before him exposed and 
exasperating. 

The Soviet premier has made it 
plain he intends to get West Berlin 
if he can. Pres. Kennedy has made it 
equally clear (page 15) the West 
will: stay put. Thus, with the Berlin 
crisis boiling up to new heights, Mos- 
cow and Washington are girding for 
a serious showdown. 

An old story. Today’s conflict, of 
course, was not shaped overnight. 
West Berlin has been a Soviet can- 
cer ever since East Germans, in 
a kind of perpetual plebiscite, be- 
gan fleeing to the Western sector 
back in 1946. Total refugees now 
number nearly 3-million. 

Nor is there anything new in 
Khrushchev’s demands. Three years 
ago he first announced his demands 
for the West’s surrender of its oc- 
cupation rights and his intention to 
sign a peace treaty with East Ger- 
many. After his initial six-month 
deadline went by, Khrushchev dic 
nothing and the tension died down. 

Now, however, Khrushchev has 
revived his demands in_ bluntest 
terms, thus pushed himself to a posi- 
tion from which it is difficult for him 
to retreat gracefully. Perhaps he 
feels he won't have to. 

The danger. There is this new 
factor: The Kennedy Administra- 
tion’s vacillation in Cuba and Laos 
may have made Khrushchev danger- 
ously overconfident that he can out- 
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bluff Kennedy in Berlin. If that is the 
case, the Soviet leader may go fur- 
ther than the Russians have in the 
past—a sobering prospect, since over 
the last 16 years the Communist high 
command has not flinched from 
strong measures. Russian maneu- 
vers have ranged from harassment 
| to blockade to open threat. 

‘ Kennedy is adamant that he never 
will accept Khrushchev’s proposals, 
| 





that attempts to interfere with West- 
ern access to Berlin will be met with 
force if need be—even at the risk of 
war. Khrushchev has replied that 
force will be met with force. 

To face the coming test, Kennedy 
is mustering allied resources of 
power and diplomacy on a broad 
front. His military measures are 
| merely the first moves in a wide 

ranging program. They are designed 
| to convince Khrushchev that the 

West is not bluffing in Berlin, to 
strengthen the alliance for meeting 
future crisis, to warn Khrushchev 
that he’s sparking an arms race 
that could prove too expensive for 
his liking. 

Shift in U.S. strategy. Beyond 
j that, the President’s military meas- 
ures reflect a perceptible shift in top 
level thinking about the potential 
military problem in Berlin. It had 











BUSINESS WEEK July 29, 1961 





long been assumed by most military 
strategists that the allies were so out- 
numbered and outgunned in Europe 
that any combat would escalate al- 
most immediately into full-scale nu- 
clear war. 

At least some of Kennedy’s advis- 
ers apparently are not so sure. They 
think it possible for conventional 
fighting to break out, then for an 
early cease-fire to stop it once the 
U.S. has proved to Moscow its de- 
termination to fight over Berlin. 
They reason, for example, that a 
quick, one-shot armored thrust down 
the 110 miles of autobahn from West 
Germany to Berlin would not neces- 
sarily trigger a full-scale war. 

Thus, Kennedy’s moves to bolster 
NATO’s conventional strength in 
Europe are not all psychological 
window dressing. It is at least partly 
designed to raise the “threshold” be- 
yond which the use of nuclear weap- 
ons would become inevitable. This 
fits with Kennedy’s concept of 
strengthening conventional forces in 
order to introduce as many stages as 
possible between surrender and mu- 
tual annihilation. 

West’s levers. Short of war, the 
U.S. has some known levers to pull, 
almost certainly would undertake, 
for instance, a new Berlin airlift if 


Cc ris E¢ 
a «J E , 


1945—U.S., Britain, France, and Russia 
set up four occupation sectors in 
Berlin under joint administration 
council—the Komendatura— 
in accordance with London and 
Yalta conferences. 


1948— Russians assert West no longer 
has rights in Berlin, stalk out of 
Komendatura, thus force Berlin 
to be administered in two 
halves— East and West. 


1948-9 — Stalin closes Allied land routes 
to West Berlin; Allies bypass 
blockade with massive airlift. 


1953 — Malenkov suppresses East Berlin 
uprising with Soviet troops and 
armor, thus gives new impetus to 
refugee flow from East to 
West Berlin. 


1958— Khrushchev demands a “‘free’’ 
Berlin, with Allies surrendering 
occupation rights; threatens East 
German peace treaty. 


1960— Russia imposes 10,000-ft ceiling 
on Allied air routes to West Berlin; 
U.S. tacitly accedes. 


1961— Khrushchev revives 1958 crisis 
with renewed demand for “‘free’’ 
Berlin, seems prepared to sign 
East German treaty. 


the East Germans try another Berlin 
blockade following a peace treaty 
with Russia. Earlier theorizing that 
the increased supply needs of pros- 
perous West Berlin, larger planes. 
and electronic jamming devices 
would make this impossible now is 
discounted. In any event, West Ber- 
lin has stockpiled enough supplies 
for about six months. 

In a more offensive vein, economic 
sanctions against East Germany and 
even the Soviet bloc are among the 
levers Washington is readying. Al- 
ready in a severe economic crisis, 
East Germany would be particularly 
vulnerable to a trade embargo—par- 
ticularly one that shuts off goods 
from West Germany. 

Shutting off exports to the Soviet 
bloc as a whole would be harder to 
do and less damaging, but an at- 
tempt at it is not ruled out at some 
stage. Even the seemingly fanciful 
talk about blockading the Baltic Sea 
and the Dardanelles—the U-S.S.R.’s 
main trade routes—cannot be com- 
pletely discounted. 

A major difficulty in applying any 
sanctions would be achieving agree- 
ment among the Western allies on 
what measures should be taken. 

If Khrushchev is willing to go to 
war, Washington experts figure, sanc- 
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tions probably will not deter him. 
If he is just bluffing for what he can 
get, sanctions may carry weight. The 
sanctions imposed upon East Ger- 
many during the Berlin blockade 
were widely believed to have been 
a factor in the Soviet decision to call 
it off. 

Soviet tactics. The Soviet kit of 
weapons is far more versatile than 
ours. While the Russians can field 
over 100 divisions in the first wave of 
hostilities (with 100 to 200 more in 
close reserve ), they have at their dis- 
posal a wide assortment of less 
ultimate tactics. 

By any number of devices, for ex- 
ample, the Communists (East Ger- 
man or Russian) can squeeze or 
sever West Berlin’s supply lines— 
three air corridors, three highways, 
three railroads, and one barge canal. 
The 1948 blockade began when the 
Elbe Bridge on the Helmstedt-Berlin 
autobahn was simply “closed for re- 
pairs.” The Soviets also can limit 
movement of persons in and out of 
Berlin by creating new pass systems, 
changing them at will. The intercity 
transit system and the sewage sys- 
tem could be disrupted. 

Among officials in Bonn, opinion is 


growing that Khrushchev this time 
will make good his threat to sign a 
peace treaty with East Germany, but 
that he will not permit the East Ger- 
mans at the outset—as they have 
threatened—to tamper with U.S. 
and allied rights in Berlin. In this 
view, Khrushchev’s most likely move 
is to order the East Germans after 
some months to begin harassment of 
the West through slow, nibbling 
measures. The U.S. then would be 
faced with the problem of selecting 
retaliatory moves. These would have 
to be strong enough to give the Com- 
munists second thoughts, yet not so 
strong as to lose the support of our 
allies—who almost certainly would 
not be willing to risk war over such 
things as how the Berlin sewage 
system operates or who stamps al- 
lied travel credentials. 

War vs. negotiations. Most Soviet 
experts in Washington believe Khru- 
shchev will back down if the West 
stands firm, perhaps even negotiate 
reasonable terms. While he would 
like to pinch West Berlin off and 
tidy up his frontiers, they reason, he 
doesn’t need this enough to risk war 
for it—even if he is, as some say, 
under intense pressure from Peking 








and elsewhere to clean up Berlin. 
The Western powers would be 
willing to renew their offer to curb 
cold war propaganda and espionage 
activities in West and East Berlin in 
exchange for reaffirmation of their 
rights of presence and access to the 
city. Some arms control measures in 
East and West Germany might be 
possible. Tacit recognition by the 
West of the Oder-Neisse line divid- 
ing Poland and East Germany could 
be part of a negotiated package. 
Kennedy does not intend to give 
any concession that will look like a 
political retreat for the West. Such 
a surrender could touch off flight 
from West Berlin by its citizens and 


weaken world-wide confidence in 
U.S. willingness to stand up to 


Khrushchev. 

Showdown? Failure of negotiations 
wouldn't necessarily lead to a show- 
down in Berlin. The Soviet leader 
has hinted that he might sign a sepa- 
rate peace treaty but retain Soviet 
responsibility, at least temporarily, 
for regulation of allied traffic to Ber- 
lin. This would change nothing, re- 
duce the treaty to a paper gesture, 
yet permit Khrushchev to honor his 
commitment to East Germany. 


Effect on the economy 


For now, it’s not great, thanks to Kennedy’s decision 
not to ask for new economic weapons. But the 
long-range implications have deep meaning for business 


The military buildup that Pres. Ken- 
nedy announced this week is a mobi- 
lization program only in the most 
limited sense. Even so, it will have 
a significant impact on the U.S. 
economy. And if, as time goes on, 
Kennedy finds it necessary to take 
further steps, that impact will be- 
come more and more important. 

The immediate economic effects 
of the new program will be: 

« A rapid increase in government 
spending in the current fiscal year. 
This will mean a federal deficit of at 
least $5-billion. 

* Postponement or abandonment 
of the plans for tax reform and tax 
reduction. 

« An increasing role for the fed- 
eral government in the country’s eco- 
nomic affairs. 

* New strains on the U.S. balance 
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of payments and an increasingly dan- 
gerous threat of a run on the U.S. 
gold stock. 

Breaking it gently. For the present 
at least, the Administration had de- 
cided to play down the importance 
of these aspects of the new mobiliza- 
tion. In his television broadcast, Ken- 
nedy told the country and the world 
that the U.S. has the capacity to 
meet the immediate demands of the 
Berlin crisis without a crash pro- 
gram of taxation and economic con- 
trols. This reflected the opinion of 
advisers who have told him that 
there is enough economic slack in 
the country’s system today to absorb 
the additional military spending 
without serious shortages of materi- 
als or dangerous inflationary effects 
on prices. 

At the same time, he put the 


country on notice that what he 
talked about this week is but another 
step along what may be a long and 
expensive road—and perhaps in the 
end a painful one. 


1. Choosing economic weapons 


In a single agonizing week of de- 
cision-making, Kennedy and his ad- 
visers ran through almost the whole 
arsenal of economic weapons that 
a President can ask for when beset 
by an enemy abroad. 

Kennedy decided to lay most of 
them aside for the time being. But 
the promise is clear: He will pick 
them up quickly and apply them 
firmly if manpower and materials 
needs grow larger, and if inflation 
threatens. 

So Kennedy’s TV address was in 
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reality a preview not of the few 
months between now and Khrush- 
chev’s December deadline for settle- 
ment of the Berlin question but of 
what may lie ahead for years to 
come. 

Spur to recovery. The U.S. econ- 
omy can absorb without undue 
strain the immediate buildup of 
military strength spelled out by 
Kennedy. In fact, the economy may 
get just the stimulus it needs for full 
recovery, government economists 
say. 

The $3.5-billion increase in spend- 
ing over the next year or so is a 
modest boost, in terms of U.S. ca- 
pabilities. Industry has unused ca- 
pacity. Unemployment hovers 
around 7% of the civilian labor force. 
Supplies of all materials are ample. 
Altogether, this gives room for ex- 
pansion of the economy without the 
need for emergency controls—or for 
a tax increase to drain off consumer 
spending. 

Nevertheless, the added push is 
coming at a time when the economy 
is recovering from the recession— 
and heading into a new fiscal year 
in which a substantial budget deficit 
had been forecast even without the 
extra spending. 

Inflationary pressures. Thus, the 
President cannot afford to ignore 
the upward pressure on wages and 
prices that will flow from such in- 
creased activity and from any addi- 
tional budget deficits that may re- 
sult. 

Kennedy asked for no new eco- 
nomic controls but said: “Everything 
essential to the security of freedom 
will be done. And if that should re- 
quire more men, taxes, controls, or 
other new powers, I shall not hesi- 
tate to request them.” 

Even without direct new controls 
the President now is in position to 
inveigh against potential wage and 
price rises—a threat that has never 
been far from his thoughts since he 
took office. An atmosphere of crisis 
strengthens his case for appeals to, 
say, the auto workers to temper 
wage demands, and to the steel in- 
dustry to absorb increased wages 
without raising prices. 

Whether more stringent measures 
will be needed depends not only on 
how high future spending goes 
(which depends partly on the out- 
come of Berlin) but also on how spry 
the economy is and how fast unem- 
ployment and excess industrial ca- 
pacity disappear. 





ll. Backstage debate 


Behind the scenes, the argument 
over whether to raise taxes to pay 
for the extra spending raged right 
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up to the day of the President’s 
speech. There was basic disagree- 
ment between the economists and 
the President's political advisers. 

At a Monday afternoon meeting in 
the White House, the economists 
argued that a tax increase would 
take the steam out of the economy 
just as business is moving up. They 
noted that consumer spending has 
been rising sluggishly during this 
recovery and a one-point increase in 
personal income taxes (a formula 
that was seriously considered) 
would take $2-billion out of the 
spending stream. 

Economists’ view. Holding strong 
against increased taxes were the 
Council of Economic Advisers 
headed by Chmn. Walter Heller; 
Budget Director David E. Bell, and, 
after some _ hesitation, Treasury 
Secy. Douglas Dillon. 

Kennedy has been impressed by 
the argument that the present tax 
structure already tends to balance 
the budget at too high a level of 
unemployment. In his press confer- 
ence last week, he noted that econ- 
omists blame the tax structure for 
strangling the recovery from the 
1958 recession. The Council of Eco- 
nomic Advisers had previously 
argued for a higher level of welfare 
spending than the President pro- 
posed, and Secy. Dillon had begun 
talking about a tax cut next year to 
avoid a budget surplus while unem- 
ployment was still high and while 
the economy was operating below 
capacity. 

Political view loses. Ranged 
against the economists were such 
politicians as Health-Education-Wel- 
fare Secy. Abraham Ribicoff and 
some of the White House aides. The 
public, they argued, wants to be 
asked to sacrifice something. 

Kennedy originally agreed with 
them; he is very sensitive to charges 
of fiscal irresponsibility and to re- 
peated press conference questions 
about what sacrifices he is going to 
ask. 

But the economists’ argument pre- 
vailed—in an agonizing decision 
that was not made until the day of 
the telecast. Their case against a tax 
increase was clinched for them by 
members of the tax-writing House 
Ways & Means Committee. If the 
President were to demand a drastic 
arms buildup, committee members 
told him, they would go along with 
a tax hike. But if he asked a tax in- 
crease to cover only a modest stepup 
in defense spending, he would have 
“political revolution” on his hands. 
A moderate increase in defense 
spending, he was told bluntly, would 
come out of foreign aid spending 
before they would raise taxes. 


Republicans had warned that they 
would fight a tax increase that used 
defense spending as an “excuse.” 
The President would not need to 
hike taxes “in the name of defense,” 
said Sen. Wallace F. Bennett (R- 
Utah), if he had not been so prof- 
ligate on domestic welfare measures. 

Before the decision was made not 
to increase taxes, the scheme was to 
boost personal income taxes by 1 or 
2 points, but not to touch corpora- 
tion income rates. It was felt that it 
would be inconsistent to ask for 
higher corporate taxes at the same 
time the President is asking Con- 
gress for selective tax cuts for indus- 
try on investment in equipment. 


lll. Deficit but no shortages 


The President's new spending 
plans would plunge the budget for 
the current year further into the red, 
adding just that much more to po- 
tential inflationary pressures. Before 
the new Berlin buildup, a deficit of 
$3.55-billion was expected in this 
fiscal year. The additional spending 
would be about $2.7-billion this fis- 
cal year. 

That would mean a deficit of $6.2- 
billion for the year, but if new rev- 
enue estimates based on increased 
government spending are correct, 
the Treasury would get an added 
$1-billion or so in tax yield. So Pres. 
Kennedy pegged the year’s expected 
deficit at “over $5-billion.” However, 
he has little or no chance of getting 
the $800-million boost in postal rev- 
enues he has asked for. Thus, the 
deficit could rise to $6-billion or 
more. 

Ample materials. The kind of 
buildup now in the works is unlikely 
to create inflationary pressures on 
the commodities markets. 

Even a bigger buildup than the 
President envisions would not create 
scarcities, he was told, except pos- 
sibly in such items as high-tempera- 
ture metals and specialized elec- 
tronic components, of which there 
is little commercial consumption. 

Currently, for instance, contrac- 
tors for the government's defense, 
space, and atomic energy projects 
consume only 1.1% of steel supplies, 
just over 2% of copper, and 3% to 
4% of aluminum and nickel (though 
20% of certain nickel alloys). 

For such raw materials as lead, 
zinc, molybdenum, tungsten, chrome, 
titanium, manganese, beryllium fer- 
roalloys, and rare earths there is ex- 
cess mining and processing capacity. 

The Administration’s optimistic 
view on availability of materials is 
bolstered not only by unused ca- 
pacity but also by bulging stock- 
piles of strategic materials. 
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At Jamaica, harried passenger (above) hunts for his parlor car after ride from 
Penn Station. Once aboard, he settles down to refreshments from makeshift bar, 
whose main furniture is a handy tub of ice. The train also carries lounge car. 


On Long Island 


Summer comeback 
for the parlor car 


Luxury cars at luxury prices prove unexpectedly popular 
among commuters. Railroad buys up old 
models from Pennsy, finds the service breaks even 


The parlor car once was the pinnacle 
of solid, stately elegance for daytime 
travel by rail. In an era when day 
coaches were dusty, hard-seated, and 
crowded, highways rudimentary, 
and jets non-existent, the moneyed 
passenger could coddle himself in a 
parlor chair while the train steamed 
across the landscape. 

\lmost every train of any impor- 
tance on a daylight run carried par- 
lor cars. Noblest of them all was an 
institution known as the Merchants 
Limited, extra-fare and made up of 
nothing but parlor cars, the pride of 
the then-proud New Haven RR. Un- 
til after World War II, the Mer- 
chants preserved the atmosphere of 
George Apley’s Boston in its run 
between the Hub and New York; 
though it still exists, it is now 
equipped mostly with plebeian 
coaches. 

The parlor car, in fact, has been 
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declining more rapidly even than the 
passenger train in general. Its down- 
fall can be blamed mostly on Detroit, 
but the railroads helped the process 
by making coaches more habitable. 

However, the Long Island RR can 
offer a startling exception to prove 
the gloomy rule. Seven years ago it 
revived parlor car service on trains 
to New Yorkers’ hot-weather re- 
treats in eastern Long Island. It has 
been so successful that this season 
the railroad fills 29 cars on five out- 
bound trains Friday afternoon and 
evening—including 11 cars on one 
train alone, the crack Cannonball 
(pictures). For next season, the 
Long Island is contemplating an all- 
parlor-car train, something it hasn't 
operated since the 1920s. This year’s 
business so far is running 50% ahead 
of last year. 

From May to October, the parlors 
will add some quarter-million dollars 


to the road’s income. That doesn’t 
take much of a bite out of the deficit 
in the over-all account—$963,000 for 
the first five months of 1961—but at 
least it covers the costs of the first- 
class operation. These are limited 
mainly to maintenance and wages of 
the attentive porters; the road picked 
up 26 parlor cars, dating back to the 
1920s, from the Pennsylvania RR 
this year for $3,500 each, the scrap 
price. The road leases three other 
Pennsy parlors. 

For a trip from New York to East 
Hampton, a passenger pays $7.76 for 
the privilege of traveling first-class, 
compared with the $4.91 coach fare. 

The Long Island attributes its suc- 
cess to weekend traffic congestion on 
highways. The parlors may also be 
popular because the coaches on the 
same trains are regular commuter 
stock and not particularly luxurious 
for a two- to three-hour ride. 
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Travelers add comfort of summer attire to the relaxations of the parlor car 
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At journey’s end, the home guard (left) awaits breadwinners and guests. For one, at least, there’s a wifely kiss (right) 
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Next step for our man in space 


Almost-triumph of Grissom’s shot still leaves 
first U. S. orbital manned flight dependent on coming 
test of shored-up version of temperamental Atlas booster 


As the multi-colored parachute broke 
open, 10,000 ft. above the Atlantic, 
America gave a cheer. It looked as 
though the second U.S. astronaut 
‘ was home free. 

He had reached a peak altitude of 
118 miles above the earth’s surface. 
He had traveled at more than 5,000 
mph. and, from first reports, had 
scored another near-perfect sub- 
orbital flight. 

The Liberty Bell 7 hit the water at 
8:36 a.m. (EDT), 16 minutes after 
it had been fired from a launching 
pad at Cape Canaveral, 305 miles 
away. For another 11 minutes, Capt. 
Virgil I. (Gus) Grissom remained in- 
side the gently bobbing Mercury 
capsule, making a final careful read- 
ing of all of its complicated instru- 
ments (BW—Apr.8’61,p24) while 
rescue helicopters hovered overhead. 

Then the unexpected happened. 
The hatch door through which the 
astronaut was to leave the Liberty 
Bell 7 blew open. The helicopter 
pilots, who had been instructed by 
Grissom to wait for a signal before 
commencing rescue operations, had 
not as yet made contact with the 
capsule. Therefore, when the hatch 
blew, they were in no position to pre- 
vent the near-tragic sequence of 
events that followed. 

Grissom crawled out of the capsule 
quickly and, aided by his buoyant 
spacesuit, paddled away from the 
foundering Liberty Bell. The heli- 
copter finally managed to get a hook 
on the $2-million-plus spacecraft, but 
it was too late. Filled with water, the 
l-ton Liberty Bell was too heavy to 
lift. The copter’s wheels brushed 
water as it sought to hang on. 
Finally—just as Grissom was pulled 
aboard a second helicopter (pic- 
ture)—his spaceship was cut loose to 
sink in water more than three miles 
deep. 

The post mortem. The country’s 
attention riveted first cn Grissom and 
his narrow escape from drowning. 
Then, inevitably, it swung around to 
the capsule itself. Had a mechanical 
failure caused the mishap? Was it 
pilot error? And what would the 
loss of the capsule (and the photo- 
graphic records it contained) do to 
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Narrow escape for Astronaut Grissom 


the man-in-space program? Would it 
delay the long-awaited first U.S. 
manned orbital space flight? 

The answers to all these questions, 
according to the National Aeronau- 
tics & Space Administration, can only 
be obtained from a careful appraisal 
of all available information. That will 
take days—and maybe weeks. 

NASA will certainly consider 
changes in the Mercury capsule as a 
result of Grissom’s flight. Grissom re- 
ported some sluggishness in the 
steering mechanism; he was unhappy 
about the blinding sunlight that at 
moments prevented him from read- 
ing the instrument panel. 





Constructive suggestions along 
similar lines were built into Mercury 
after its first manned flight last May 
5; they are a normal part of any re- 
search and development program. 

Why the hatch door blew off and 
why the capsule sank so rapidly are 
another matter. The answers to these 
questions must be found before a 
manned orbital flight is made. 

In an orbital flight, the entire cap- 
sule—including the hatch—is_ ex- 
pected to undergo much greater 
stresses of heat and vibration than in 
a sub-orbital shot. If the premature 
blowing of Grissom’s hatch were due 
primarily to either heat or vibra- 
tion, the hatch will have to be rede- 
signed completely. 

The strain. On the other hand, if 
blame can be placed on a procedural 
or pilot error, the failure will be 
much easier to remedy. Grissom's 
flight lasted only 16 minutes, and 
he was in a weightless condition for 
only five minutes. The first orbital 
pilot will have a much longer strain 
—4% hours of flight time, more than 
four hours of weightlessness—and so 
is likely to be below his usual level of 
performance. His timing may be off, 
and his thinking disorganized. 

This possibility cannot be checked 
exactly because scientists in the lab 
have not been able to approximate 
a zero gravity condition. But if it 
appears that Grissom forgot his pro- 
cedures—and by prematurely re- 
moving the hatch safety pins caused 
the door to be blown open—some 
changes will have to be made in the 
system. 

NASA leans to the theory, at the 
moment, that pilot error caused the 
mishap, compounded by vibration 
from the capsule’s rocking in the 
water. Both NASA and designers at 
McDonnell Aircraft insist that the 
solution does not lie in returning to 
earlier flight procedures or capsule 
design—which included a hatch door 
removed manually instead of by ex- 
plosives. The manually opened hatch 
is much heavier, imposing a weight 
handicap that is not acceptable con- 
sidering the payload limitations of 
the Atlas orbital booster rocket. 
Moreover, it would be much easier 


BUSINESS WEEK July 29, 1961 








merge 








EE ee ee es 





ng 
iry 
ay 


re- 


ire 
‘se 


!p- 
>X- 
er 


ire 
ue 


1€ 





ao 








and quicker to rescue an incapaci- 
tated pilot through an explosive-bolt 
hatch. 

In the Mercury, the explosive 
hatch door can be fired from outside 
or inside. So a minor rearrangement 
of procedures and safety guards 
should prevent a repetition, if it 
turns out that Grissom himself 
caused the premature firing. 

NASA Administrator James E. 
Webb claims that the loss of the 
photographic records obtained dur- 
ing Grissom’s flight will not affect 
the schedule of future firings, though 
the films would have added materi- 
ally to the meager store of space 
flight information. 

Atlas vagaries. What is really con- 
cerning scientists in the U.S. man-in- 
space program is the often-tempera- 
mental performance of the Atlas 
booster. In its only orbital Mercury 
launch trial, the converted Atlas 
failed almost immediately and had 
to be blown up on its pad by safety 
officers. Since then, engineers have 
been working to reinforce the upper 
20-ft. of the rocket and have been 
installing a new electronic attitude 
control system, or auto-pilot, in the 
converted bird. The shored-up At- 
las is now scheduled for another 
orbital test on or about Aug. 17. 

Results of this test, more than any 
concern with the Mercury capsule 
itself, will set the pace for the U.S. 
program of manned space program 
for the next few years. If the Atlas- 
Mercury shot goes well, there may 
be an A-M chimpanzee shot (op- 
tional) or a manned orbital shot yet 
this year. But if the unmanned test 
fails, manned orbital flights may 
have to wait for the availability of 
the Saturn I booster, in 1964. 

The long-range program of 
manned flight will not be materially 
affected by the decision of Webb 
and NASA on whether to make an- 
other sub-orbital shot, using the re- 
liable old Redstone rocket booster to 
give Marine Lt. Col. John Glenn an 
experience of rocket flight. Mercury, 
as a research space ship, and Red- 
stone, as a booster, have already 
passed basic checkout flight tests. 

The next step in the program is to 
find out whether Atlas can be used 
to put Mercury into orbit. If Atlas 
isn't up to it, NASA will have to turn 
to Titan or wait for Centaur or Sa- 
turn. Centaur is due for its first 
flight test this year, and by yearend 
Saturn I should get its first range 
testing, with dummy upper stages. 
But it will take the thrust of Saturn 
III—not due to be available before 
1966 or 1967, even with accelerated 
schedules—to boost to the moon the 
still unbuilt Apollo, a three-man 
spacecraft. 
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More austerity 
for Britain 


Program to reduce drain on balance of payments and to 
bolster the pound sterling includes higher bank 
rates, higher taxes, and cuts in government spending 


Britain got a mild dose of austerity 
this week to bolster sagging exports 
and shore up the pound sterling. 

Despite earlier hints of more 
drastic measures, Chancellor of the 
Exchequer Selwyn Lloyd relied on 
a series of orthodox and conven- 
tional steps, including a higher bank 
rate—hiked from 5% to 7%—and 
higher taxes. To back this up, the 
government also is negotiating for a 
substantial drawing on the Interna- 
tional Monetary Fund (BW—Jul.22 
’61,p87). 

Stopgap measures. There’s little 
doubt that this new package of 
measures will see sterling safely 
through the next few months, when 
it is under heavy seasonal pressure, 
and probably through early 1962. 
But to many London observers, the 
package amounts to a mere stopgap, 
and the question is how long the 
cure will hold good. 

The real difficulty is that the 
British have been unable to gen- 
erate enough surplus in their balance 
of payments to cover large commit- 
ments in foreign military expendi- 
tures and aid, private investments 
overseas, and debt repayment. The 
root of the trouble is that British 
industry has not proven competitive 
enough, compared with its French 
and West German rivals, primarily 
because its labor productivity has 
risen much more slowly. And Bri- 
tain’s share of world trade has been 
steadily declining. 

Lid on income. A key point in 
Chancellor Lloyd’s program is to 
hold down wages and other income, 
including dividends, until produc- 
tivity has caught up. For the new 
restraints on consumer demand will 
mean little if wages go up sharply, 
as they seem likely to do. 

Lloyd pledged that the govern- 
ment will keep the lid on wages in 
areas it controls—and, as a first step, 
rejected an award for higher pay for 
the nation’s schoolteachers. In addi- 
tion, he asked industry to follow the 





government's example and refuse to 
raise wages. 

But considering that British unions 
already have rejected the whole idea 
of a “pause” in wage rises, a trial of 
strength seems inevitable. 

Chief weapon. Lloyd's’ main 
weapon for austerity is the new 7% 
bank rate—only the second time in 
this century that it has gone that 
high. (The last time was in 1957 
after the Suez crisis.) The high rate 
will crimp loans to business and con- 
sumer credit. Equally important, it 
should help bring a flow of foreign 
funds back to Britain. 

Along with the bank rate, Lloyd 
also announced that commercial 
banks will have to make “special 
deposits” with the Bank of England. 
This will have the indirect effect of 
reducing credit available. 

Beyond this, a 10% surcharge on 
all excise taxes will raise the price 
of a pack of cigarettes by fourpence 
(about 5¢), a pint of beer by a 
penny, and a gallon of gasoline by 
threepence. The extra tax affects a 
wide range of other consumer goods. 
Altogether, these surcharges alone 
will take about $350-million of spend- 
ing power out of the economy during 
the present fiscal year. 

Then, Lloyd also expects to take 
more pressure off the economy by 
cutbacks in government spending. 
These may amount to a $350-million 
reduction this year and even more 
next year. 

Production spur. While putting re- 
straints on the economy, Lloyd is 
trying to avoid any slowdown in pro- 
ductive investment. That’s why his 
program emphasizes restraints pri- 
marily on consumer spending. Lloyd 
significantly has not touched tax al- 
lowances for industrial investment 
or capital spending programs for 
nationalized utilities. 

Other measures. Besides pushing 
exports, at the expense of domestic 
consumption, Lloyd has_ thrown 
other measures into his program to 
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ent the outflow of both public and 
private funds. British corporations 
operating abroad will be compelled 
to bring home more of their profits 
earned overseas, rather than reinvest 
them abroad. New investment by 
British companies outside the ster- 
ling area is to be more strictly 
curbed by the Treasury. 

The NATO Council has been 
asked to reduce the financial burden 
of maintaining British forces in West- 
ern Europe—just when Pres. Ken- 
nedy is upping U.S. defense spend- 
ing and asking the NATO countries 
to increase their share of the West's 
defense burden (page 15). The Brit- 
ish request is a roundabout way of 
’ asking West Germany to pay the cost 
about $180-million a year—of the 
British Army of the Rhine. 

Finally, Lloyd is preparing a small 
capital gains tax for short-term gains 
only. 

Bankers’ remedy. This plan for re- 
trenchment will almost certainly help 
the British over the seasonal strain 
on sterling that is now making itself 
felt. With the new rates for short 
loans at 7.5% to 8.5%, the outflow of 
foreign money will stop and some in- 
flux is expected. 

The British government _ has 
opened talks with IMF to reinforce 
gold and foreign currency reserves 
by drawing possibly $500-million of 
its $2.5-billion quota. Out of the 
drawing, Britain will repay credits 
advanced by European central banks 
under the so-called Basle agree- 
ment. 

New angles. This crisis differs 
from previous ones. Next week, 
Britain is expected to request the 
opening of negotiations with the 
European Economic Community— 
talks that may result in its joining 
up. To join and hold its own in that 
dynamic group, Britain will have to 
get more dynamic itself. It would 
have to undergo the painful eco- 
nomic discipline of cutting costs, 
increasing productivity, and shed- 








ding restrictive practices that it finds ' 


so hard to accept voluntarily. The 
Chancellor has been much criticized 
for glossing over long-term meas- 
ures, but these may come after the 
negotiations over Britain’s entry into 
the EEC get under way in the near 
future. 

There are a number of hints and 
promises of new approaches in 
Lloyd’s speech. Most revolutionary 
for a Conservative government: 
Lloyd’s plan to talk with business 
organizations and trade unions about 
setting up a new planning board to 
make five-year estimates of feasible 
growth rates and work out what this 
means in terms of goals for various 
sectors of the economy. 
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Corporate profits 
ride a rising tide 


The second quarter didn’t match year-ago figures—they came 


before the big dip—but it showed a good gain 
over the dismal first quarter, which was the year’s low point 


After the disappointments of winter, 
second-quarter earnings figures are 
something of a tonic for most busi- 
nessmen. The sampling of industrial 
earnings (table) indicates that the 
business recovery has not meant a 
vigorous rebound for corporate prof- 
its, although a substantial ‘number 
of companies can still report in- 
creased sales and impressive gains 
over dismal first-quarter showings. 

More important, profit margins 
took a turn for the better, too, even 
though price weakness continues to 
exert a squeeze on earnings. 

Profits turn. Over all, second- 
quarter profits will be considerably 
below those for the same period a 
year ago; then corporate profits 
reached an annual rate of $46.3-bil- 
lion before taxes. This year, they 
probably reached an annual rate of 
around $42-billion. A number of con- 
sumer goods companies show in- 
creased earnings, but few concerns 


in capital goods lines were able to 


match 1960’s second quarter. 

Still, profits were sharply up from 
the first quarter, and the upturn 
clearly indicates that the low mark 
for profits this year is passed. The 
third and fourth quarters are likely 
to be better still. 

This is in sharp contrast to last 
year’s pattern, when the first quarter 
was the strongest, and the rest of 
the year showed a _ quarter-by- 
quarter decline. The first quarter of 
1960 registered profits at a rate of 
$48.8-billion; profits kept falling 
after that to the $39.6-billion re- 
ported in the first quarter of 1961. 

Still short. If a reverse pattern 
holds true this year, profits should 
come close to last year’s $45-billion 
pretax, but they wil] have to be un- 
expectedly strong to reach the 
Treasury Dept.’s January estimate 
of $46-billion. In fact, Treasury offi- 
cials are now willing to concede this 
level looks too high. They’re willing 
to settle for $45-billion, which a 
number of government forecasters 
consider on the optimistic side. 


To reach even this level, there 
will have to be a tremendous fourth 
quarter—perhaps as high as a $51- 
billion rate. Most government econ- 
omists believe such an achievement 
is unlikely, unless the impact of in- 
creased defense spending is felt by 
then. The optimists pin their hopes 
on both stepped-up spending and a 
belief that wage costs can be kept in 
line. 

Margins pinched. There's still 
plenty of worry about the squeeze 
on profit margins, which first showed 
up at the beginning of 1960. Though 
the turn in profit margins is encour- 
aging, it doesn’t have the dramatic 
impact shown in past business up- 
turns. 

The economy is bound to pick up 
steam this fall, which will mean gen- 
erally rising sales—and rising profits. 
But businessmen note a resistance 
to restoring prices to pre-recession 
levels. And without the fillip of price 
increases, there is a limit to what 
can be expected from earnings; cost- 
cutting alone can’t do the trick. 

Spotty record. This shows up in 
the spotty profits returns. The paper 
industry, for example, trimmed costs 
yet suffered a severe squeeze on 
profits as a result of weak prices 
and overcapacity. St. Regis Paper 
Co., the industry’s third-largest pro- 
ducer, reported an increase of $11- 
million in sales during the first half, 
but net dropped to $8.6-million from 
$12.4-million a year ago. 

Other industries were also affected. 
A number of electronics companies, 
for instance, took a beating in the 
second quarter. So did some chemi- 
cal companies, although for the in- 
dustry as a whole, it appeared that 
profit margins were beginning to 
turn up. A few drug companies also 
reported lower earnings. 

Steel stiffens. On the other hand, 
steelmakers, metals companies, and 
the big auto producers made a dra- 
matic rebound from the first quarter. 
Oil company profits also improved, 
although oilmen say gains from now 
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You get both SMALLER Size and BIGGER Performance 
with the New Allen-Bradley Bulletin 709 Starters 


The revolutionary new Bulletin 709 motor starters are 
surprisingly small. Yet, rating for rating, they will far 
surpass any other starter on the market in reliability 
and operating life. 

The famous A-B one-moving-part feature is retained 
but the solenoid design is entirely new and greatly im- 
proved—assuring many more millions of trouble-free 
operations. The new weld-resistant cadmium oxide silver 
contacts need no servicing, because they seat firmly 
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Member of NEMA 


without wear-causing sliding motion. The usual Allen- 
Bradley “quality” has been included in every detail of 
design. Brooks Stevens, the world famous industrial 
designer, has given all enclosures an “eye appeal” that 
will be an asset on any modern machine tool or any 
industrial installation. Please write today for Publication 
6100 which contains full details on the new Bulletin 709 
—today’s greatest starter value! Allen-Bradley Co., 1202 
South Third Street, Milwaukee 4, Wisconsin. 


Quality 
Motor Control 





on will be harder to make, partly be- 
cause of lower prices on gasoline. 
In steel, there has been some 
price-cutting, but the products af- 
fected involve only a relatively small 
percentage of total shipments. To be 
sure, some small producers were 
hurt. But the big companies made a 
surorsively good showing. 


U. S. Steel Corp., for example, re- 
ported second-quarter profits of 
$59-million, compared with $31.9- 
million for the March quarter. But 
its first-half showing couldn't match 
that of a year ago. 

In all, only one of 16 companies 
reporting by midweek missed earn- 
ing its dividend. By contrast, in the 
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first quarter unly four of the 16 
earned their cash payments. The 


margin. moreover, was dramatic 
enough to substantially boost  re- 
tained earnings. Many other hard- 
goods companies also report an in- 
crease in cash flow, which indicates 
that corporate liquidity is being re- 
stored quickly. 


1960 1961 1961 

Net Income Profit marg.ns 
% change % change First half 
Second vs. Second vs. Net First First 

Quarter First Qtr. Quarter First Qtr. 1961 vs.1960 Quarter Quarter 

nt Pea $741 —84.5% $2,861 499.8% —22.4% 2.6% 4.7% 

Se 17,383 ©--28.7 16,181 -+70.7 —16.9 5.6 fa 
Pee 11,110 +78.2 13,756 +109.0 +17.3 2.9 49 
RES Cee 11901. : —28:0 11:556 anit 163 10.4 8.2 
etal n a 17,775  —Z5s 13,916 +50.3 —44.5 4.9 6.1 
873 +81.0 1,161 +732 +35.0 7.6 10.2 
at eee 11,518  -+-30.0 15,697 +35.8 +35.8 6.9 7.8 

AGGT = TA 3,627 +8.5 —26.5 5.8 6.8 . 
a te 5,265 +11.6 4,735 +15.2 —11.4 5.3 5.7 
ene 9.401 +148.0 10,160 +104.8 +14.6 2.0 3.0 
ie a 9,568 +.9.5 9,936 +10.3 135 5.2 5.4 
ener? 11,179 +22.6 9,882 +18.7 —10.3 6.3 6.9 
tes 11,820! —73.8 1509. 120 |—(‘“O.8 0.7 
SO 772 = +202 27,720 +27.1 —9.9 11.3 12.6 
881 -+410.0 1,422? +62.1 +36.7 4.2 5.9 
58.815 1411.8 | 51,002 +20.1 —}6.1 4.3 4.7 
eae: 323,626 +4+12.4 252,000 +34.0 — eek . 63 8.2 
8802 +4.6 9668 —3.8 4145 (ie ag 
4,853 +110.9 4,863 +86.1 +4.5 12.0 14.0 
41,438 +4+17.8 52,033 +6.6 +31.6 12.5 123 
mice ohh 8,858 +90.4 8,273 +291.9 Bee Se 3.0 8.0 
4.440 - —392 7,109 +101.0 —8.9 3.7 6.5 
11,791  —14.1 9,660 +33.1 — at N.A. N.A. 
ee 7:04). 22235 7,396 ++24.5 +5.1 52 5.8 
are? 2,882 2,468 -+43.1 +56.7 10.7 14.8 
poe eh 3,783 +26.9 3,156 +2745 165 3.3 3.4 
cS: 19,420 412.5 19,079 +23.0 —9.8 aA 7.8 
“ee Se 13225 +9.6 13,051 +37.4 —10.9 8.3 9.8 
ot Guth 5579 —415 3,672 —262 Bee 5) 4 12.1 8.6 
saa watecehe 2ZADS - — 2k: 2.003 3.2. +6.6 ti 9.8 
Re 2,201+2,375.4 1,752+-5,377.9 —een 0.4 11.4 
ee eee 5,648 ++26.1 5,731 +21.7 +3.1 3.8 4.3 
Seon as 1,818 19.3 949 +287.3 —fO7 17 4.7 
Ne oge 5.100: —60:8 5,600: —53:3 —2.8 3.35 1.6 
yaks. 3,215°> 26 2,179 +40.2 —36.3 5.1 6.4 
er 13,1638. -—53:4 15,431 +165.0 —48.7 3.1 6.1 
Pocus 25,703 +10.2 30,099 411.9 +16.3 75 ie 
ORL e 3,450. . 39:5 3,012 +40.4 —38.3 4.2 5.1 
riser 3 6,365 +8.0 5,747 1+43.6 —20.5 reef 9.8 
ee 1262 -—53.3 1,913 +9.3 —7.7 9.3 9.2 
2 aaa 6,725 +0.7 7,273 +8.8 +4.2 — 9.0 8.7 
irae 3,417 +26.0 3,296 +20.1 —1.4 20.5 20.6 
cata ae 80,893 —28.1 59,027 +84.6 —53.0 | ae 6.8 
Iie 20,958 +7.5 10,493 +15.7 —51.6 2.1 2.2 
5,998 —53.5 8,1644 +204.7 —42.6 2.3 5.7 


1—after $9,231,500 tax write-off 

2—includes non-recurring credit of $315,000 

3— after deducting foreign earnings not realized in U.S. 

4— includes $3,557,965 in net capital gains from sale of properties 
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snowplow chews up avalanches at 36 tons a minute 
How steel with Nickel in it delivers the brawn behind the bite 


Chewing through mountainous drifts to 
rescue a snow-bound town, this plow 
can devour 2,200 tons of snow an hour. 


It bites through solid ice and deep snow. 
Or strips a new-failen six-inch blanket 
from a superhighway at 30 mph. 


Drive shaft and gears run a gauntlet 
of shocks as the plow churns through 
rocks and stumps buried under stone- 
hard snow. That’s one big reason why 
Nickel is alloyed into these heavily 
stressed transmission parts. 


Nickel gives steel the strength and 
toughness essential to a snowplow’s 
drive shaft that must perform under 
brutal wrenching, twisting shock loads 
in arctic cold, 


Putting stamina where it counts 
is just one of the things you can do with 


Nickel. In additicn to providing muscle, 
Nickel can also help alloys withstand 
the intense heat generated by super- 
sonic flight. Or shrug off the deep cold 
of liquid helium. And every industry 
knows the value of Nickel in combatting 
corrosion, 

When you have a metal problem, 
look into the possibility that Nickel or 
one of its alloys might be the answer. 
Write for our “List A.” It tells you of 
technical literature helpful to all indus- 
tries. A copy is yours on request. 


THE INTERNATIONAL NICKEL COMPANY, INC. 
67 Wall Street Keo. New York 5, N. Y. 





Nickel in gears and shafts helps trans- 
mission fight sudden shocks. Snowplow by 
American Snowblast Corp., Denver, Colo. 


INCO NICKEL 


NICKEL MAKES ALLOYS PERFORM BETTER LONGER 





In business 


Regular air coach fares edge up, 
but big excursion cuts are offered 


Airline coach fares appear to be moving in opposite 
directions at once. This week the standard coach 
fare went up slightly—varying between an increase 
of 10¢ and $2.25—in order to bring it to within 75% 
of first class. 

But almost at the same time Trans World Airlines 
filed for a substantial reduction of coast-to-coast coach 
fares for passengers traveling between noon Monday 

- and noon Friday. Its two rivals on the route, American 
and United, promptly followed suit, though American 
announced it was doing so only because of competitive 
reasons. 

If the new rates are approved, a midweek passenger 
may fly from coast to coast and back on a jet for 
$217.80 including tax. On a weekend, the trip will 
cost $309.87 including tax and jet surcharge. If ap- 
proved, the excursion fares will be effective during the 
third week in August. 


FCC calls for industry proposals 
on satellite communications system 


The Federal Communications Commission this week 
called on international communications carriers to form 


an ad hoc committee to produce industry proposals for 


a worldwide satellite communications system by Oct. 
13. FCC thus backed up the broad policy requirements 
for such a system laid down by Pres. Kennedy. The 
President had invited all nations to participate in devel- 
opment, operation, and ownership of such a system. 

Kennedy’s requirements fell between the narrow 
scope sought by General Electric and the broader views 
of AT&T and other companies (BW—Mar.11’61,p117). 
The President ruled that the system must provide 
global TV coverage, that it must service all areas in- 
cluding those where it is unprofitable, that the rates 
charged must reflect the benefits of the system, and, 
that the government must retain enough authority to 
insure compliance. 


House group rejects Kennedy proposals 
for taxing overseas subsidiaries 


The House Ways & Means Committee this week went 
along with business criticism when it turned thumbs 
down on Pres. Kennedy’s proposals for taxing the 
profits of overseas subsidiaries of U.S. corporations. 
The committee tentatively approved a drastic revision 
of the program Kennedy submitted in April. 

The committee said no to Kennedy’s plan to tax 
currently the earnings of overseas subsidiaries in so- 
called developed countries, even where the parent 
company did not actually receive the earnings. And it 
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postponed until next year a decision on whether to tax 
the so-called tax haven operations. 


Rasminsky heads Bank of Canada 
in wake of Coyne-Fleming dispute 


Louis Rasminsky, a specialist in international finance, 
this week was named to succeed James E. Coyne as 
Governor of the Bank of Canada. Rasminsky, a deputy 
governor of the bank since 1955 and the Canadian 
representative on the boards of the International 
Monetary Fund and the World Bank, will have the 
delicate job of restoring the bank’s prestige in the 
wake of the bitter public dispute between Coyne and 
Finance Minister Donald M. Fleming (BW—Jun.17 
*61,p30). 


Business briefs 


Three trustees to handle the affairs of the bankrupt New 
Haven RR were named this week by Federal Judge 
Robert P. Anderson. They were: Richard J. Smith, a 
former director of the New Haven; William J. Kirk, an 
investment counselor; and Harry W. Dorigan, a retired 
vice-president of the Jersey Central. Anderson thus 
ignored a White House request for the naming of 
Dennis J. Roberts, former governor of Rhode Island. 


Merck & Co. and Parke, Davis & Co., which between 
them supply a quarter of all polio vaccine produced 
in the U.S., have halted production of Salk vaccine 
because of the presence of a strange virus in some of 
their stock (BW—Jun.1761,p27). Monkey kidney tissue, 
in which the vaccine is grown, seems to be the source 
of the virus, now labeled Simian virus 40. 


The Treasury and Justice Depts. last week told House 
Ways & Means Chmn. Wilbur D. Mills that they took a 
dim view of proposals to ease the tax burden of du Pont 
stockholders when their company obeys court orders 
to get rid of its General Motors stock. The nearest 
approach to a kind word came when the Justice Dept. 
left the door open to legislation permitting tax defer- 
ment in such cases. 


The Federal Trade Commission this week joined the 
federal court fight with electrical equipment makers. 
It petitioned to see secret grand jury testimony that it 
believes may show that major electrical companies 
violated price-fixing cease and desist orders that FTC 
won back in 1937. The old FTC order was entered 
against General Electric, Westinghouse Electric, Allis- 
Chalmers, Elliott Co. (now a division of Carrier Corp.), 
Worthington Pump, Foster Wheeler, C.H. Wheeler 
Mfg., Ingersoll-Rand, and Ross Heater & Mfg. Co. All 
except Ross were also involved in the Philadelphia 
indictments. If FTC can prove violations of its cease 
and desist order, heavy fines may result. 
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Congress votes 
the money, skips 
the questions 


Kennedy method: 
a series of short, 
cautious steps 


Two-year spending 
rise now stands 
at $12-billion 


Washington outlook Bit! 


July 29, 1961 


Washington’s first response to Pres. Kennedy’s speech on the Berlin crisis 
is to give him everything he asks for—and to avoid for the time the trouble- 
some questions underlying his Berlin-and-beyond program. 

Congress is rushing to pass the legislation Kennedy requested for more 
weapons and more manpower. 

Republicans in Congress not only backed the speech in public state- 
ments—which under the circumstances, they were almost bound to do—but 
even in private found little to criticize in the program or in the way 
Kennedy presented it. 

The questions, though, will not be downed for long. 

How much more Kennedy intends to ask, what the eventual cost will be, 
whether inflation lies ahead, what our allies will do, and, above all, what 
Khrushchev’s response will be—the questions are there and will be asked. 
But for weeks and probably for months, many of these questions will go 
without answers. 


Kennedy’s TV address marked the third time in five months that he 
increased the military spending program he inherited from former Pres. 
Eisenhower. 

Like his other requests, the new one is not—by itself—particularly large: 
about $2.7-billion for the current fiscal year, plus $800-million that will 
carry over into fiscal 1963. 

It is necessary to go back to Eisenhower’s last full year in office to get 
the real impact of what Kennedy is doing. Eisenhower spent $41.2-billion 
for defense that year, fiscal 1960. 

Kennedy added a little to the Eisenhower program last March. He threw 
in some more in a special message in May. The $2.7-billion he added this 
week makes a target of $46.6-billion for defense spending this fiscal 
year. 

Thus, by easy steps, Kennedy has increased defense outlays $5.4-billion 
over fiscal 1960. His new target is about $3.4-billion higher than he and 
Eisenhower between them spent for arms in fiscal 1961. 

And Kennedy made it plain this week he will ask for still more if, in his 
judgment, the occasion warrants. 


The rise in spending is even greater, of course, when Kennedy’s civilian 
programs are included in the total. 

In Eisenhower's last full year in control of the budget, he spent about 
$76.5-billion. Last fiscal year, with Eisenhower in control for six months and 
Kennedy for six months, expenditures came to $81.5-billion, with most of 
the increase due to Kennedy. 

For the current year, with this week’s new military outlays included, 
Kennedy is heading toward outlays of $88.5-billion, assuming that Congress 
continues to refuse an increase in postal rates he is requesting. 

This means total federal outlays are rising somewhere in the neighborhood 
of $12-billion in two fiscal years. 

It is the largest peacetime jump ever for a like period—but not by much. 
Under Eisenhower, expenditures rose a little more than $11-billion between 


fiscal years 1957 and 1959. 





Behind the 
decision against 
a tax increase 


U. S. aid may hit 
$1-billion for 
supersonic airliner 


Farm bloc treats 
Freeman as 
it did Benson 





Washington outlook continues 


Kennedy's new military spending plan is considerably lower than the 
amounts considered at one stage of the tense White House conferences that 
preceded the TV address. 

Government economists originally were asked to consider the impact 
of three different levels of increases: $3-billion, $5-billion, and $10-billion. 
The $10-billion figure was never seriously considered for this week's message, 
but the $5-billion target for a time seemed likely to prevail. 

It was during this period, late last week, that the idea of asking for a tax 
rise also gained favor. Kennedy leaned toward a tax rise for several days, 
in fact. 

But the idea of holding some of the proposed steps in reserve—a larger 
call-up of men, for example—gradually began to gain ground. It suited 
Kennedy’s gradualist approach, for one thing. As the cost figure was pared, 
Kennedy’s zeal for a tax increase apparently began to lessen. 

In the end, Kennedy dropped the tax idea, accepting unanimous advice 
of his economic advisers that a rise now would needlessly put a brake on the 


pace of recovery. 


The first research and development contracts for a government-backed 
supersonic civilian airliner will be let around November. This will mark 
the beginning trickle of what is likely to be a $1-billion flow of funds to the 
hard-pressed aircraft industry between now and 1970. 

A new study released this week by the Federal Aviation Agency, the 
Defense Dept., and the National Aeronautics & Space Administration gives 
fresh insights into the possible cost of the airliner. The original estimate of 
$500-million for research and development still stands. In addition, there 
will be somewhere around $600-million for tooling and production costs. 

The first round of contracts will touch off a massive research program 
into aerodynamics, propulsion, and structural materials. Engines and metals 
are the crucial research areas. The task force has already decided the plane 
will have to be built of titanium or stainless steel, because aluminum alloys 
can’t take the 400F to 500F temperatures and still give the 30,000 hours of 
life that will be designed into the craft. 


Farm income is up 12%, and corn production—the major surplus worry a 
few months ago—is down sharply. Such events ought to be enough to make 
Agriculture Secy. Orville L. Freeman a happy bureaucrat. 

But Freeman is a discouraged man. He had his heart set on a major 
revision of farm policy this year, based on the idea of having production 
and marketing controlled through farmer committees. Both House and 
Senate agriculture committees turned the idea down hard. 

This week, Congress is going through the formality of passing what it 
calls a general farm bill. This consists chiefly of extending for one year the 
plan that seems to be working for corn, and approving a one-year plan for 
wheat. Nothing is being done that will lower the $6.5-billion annual cost 
of the present price support program. 

All through former Agriculture Secy. Ezra T. Benson’s eight years in 
office under Eisenhower Congress refused to let Benson try his concept of 
a freer market for farmers. Now, Congress has refused to let Freeman try 
his idea of a controlled market. The farm bloc plainly is satisfied with things 


as they are. 
Contents copyrighted under the general copyright on the July 29, 1961, issue—Business Week, 330 W. 42nd St., New York, N. Y. 














Who needs them? 


Your Bell Telephone company needs them for 
you . .. to provide you with complete and flexible 
communications services. You use most of these 
products and hundreds of others made by West- 
ern Electric each time you use the Bell Telephone 
network to transmit your message — whether you 
speak it, write it, send it as a photograph or as 
symbols and numbers. 
*- Making sure that the Bell Telephone com- 
panies continue to get ever-improving communi- 
eations products like these is Western Electric’s 
job in the Bell System. Actually, making them is 
only the last step in this job, which begins after 
a product is first developed by Bell Telephone 
Laboratories. During the initial design stages — 


and forward — Western Electric engineers and 
technicians and Bell Laboratories scientists form 
a unique team. Together, they work as one to 
bring a prodtct from conception to the final manu- 
facturable design . . . a design that can be made 
in quantity at reasonable cost while conforming 
to the Bell System’s uncompromising quality 
standards. By joint effort, new materials, new 
methods, and new machines are agreed on or 
developed to arrive at the final product. 

Without Western Electric’s creative engineer- 
ing contributions, many products would remain 
brilliant ideas — but too expensive for practical 
use in the nation-wide Bell Telephone network. 

Pictured are eight of hundreds of products 
made by Western Electric for the Bell System 
that emerged from Western Electric-Bell Labora- 
tories collaboration. 





1. Traveling-wave Tube, amplifies thousands of messages simultaneously. 2. Quartz Crystal, “‘grown’’ by Western Electric to multiply 
the capacity of transmission channels. 3. Resistor, for precision control of electrical currents used in all telephone transmission. 4. Dry 
Reed Switch, opens and closes telephone circuits in a few thousandths of a second. 5. Telephone Cable, carries your voice across the 
nation. 6. Transistor, does the work of a full-size radio tube. 7. Wire Spring Relay, routes and switches telephone calls. 8. Princess 
Telephone, gives king-size service in a compact unit. 
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Foreign capital moves toward U.S. 


Rate of direct investment by European companies is rising, 
as they seek to capitalize on new designs and 
production techniques to capture segments of U. S. markets 


In a few months, Montecatini Co., 
the giant Italian chemical concern, 
will start producing polypropylene 
-in its new $10-million plant in Neal, 
W. Va. (picture). Last May, Monte- 
catinis U.S. representative, Che- 
more Corp., set the stage for selling 
polypropylene through a marketing 
agreement with W.R. Grace & Co. 
And only two weeks ago, the Italian 
giant solidified its existing U.S. ties 
by purchasing (for $5.7-million) 
200,000 shares—or 4%—of Minerals 
& Chemicals-Phillip Corp., which, 
among other things, processes a wide 
variety of ores and metals. 

This blueprint for U.S. expansion 
is perhaps more ambitious than that 
of most foreign companies looking 
toward U.S. markets. But it’s sym- 
bolic of the accelerating increase in 
direct investments in the U.S. by 
West European companies. 

It’s estimated that West European 
concerns now have a total of some 
$3.5-billion invested in the U.S. 
Total direct long-term investment by 
foreign companies is $5.2-billion, 


while portfolio investment is close 
to $10-billion (chart). This is a mere 
drop in the bucket compared to the 
$30-billion U.S. companies have 
abroad, and obviously doesn’t consti- 
tute an invasion by foreign capital. 
But the rate of investment has now 
climbed over $200-million annually, 
compared with $70-million a decade 
ago. 

New wave. Look at what’s hap- 
pened in the past few months alone: 

= Courtaulds, Ltd., the $546-mil- 
lion British textile company, bought 
100,000 shares—or 4%—of Koppers 
Co., Inc. to explore areas of mutual 
interest. Another British company, 
Fisons, Ltd., a fertilizer concern, 
made its first direct investment in 
the U.S. by acquiring shares in Spen- 
cer Chemical Co. of Kansas. 

« British real estate interests also 
have extended their stake here by 
acquiring an equity interest in a big 
Chicago project. 

* The Dutch Philips’ complex— 
deep in U.S. electronics and drugs— 
has bought Thomson Hayward 


Foreign investment in the U.S.- 


slow but steady growth 
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Chemical Co. and National Records 
Pressing, Inc. 

There is every reason to expect a 
continuation of this trend. Now that 
most currencies are freely converti- 
ble, Europeans have a new flexibility, 
able to move whenever they see an 
opportunity for profits. 

U.S. acceptance of consumer prod- 
ucts turned out by foreigners also 
encourages an expansion of their 
operations here. 

Moreover, now that some coun- 
tries have bolstered their foreign ex- 
change reserves, they look with more 
favor on overseas investments. Italy, 
for example, recently relaxed con- 
trols over transferring private capital 
abroad. 

Washington helps. On top of all 
this, there will be an extra effort 
from Washington to draw in foreign 
capital, partly to provide new busi- 
ness and jobs for regional areas. 
Commerce Secy. Luther Hodges, in 
fact, will open an office next month 
to assist foreigners in finding likely 
sites in the U.S. 

Certainly all this means that com- 
petition from foreign sources—im- 
ports aside—will grow fiercer, and 
some marginal U.S. companies will 
get hurt. The big European outfits 
feel that their technological and de- 
sign advances will enable them to 
capture business, and they are al- 
ready proving this is so. 

In a broader sense, the inflow of 
foreign capital may help reduce the 
U.S.  balance-of-payments deficit. 
Administration economists argue 
that since investments abroad by 
U.S. companies have helped produce 
that deficit, funds flowing from West 
European companies should help off- 
set the outHow of funds. 

But so far this doesn’t seem to be 
the case. Expansion by existing for- 
eign companies is financed chiefly 
through internally generated funds, 
and a number of newcomers—in- 
cluding Montecatini and American 
Saint-Gobain—have helped finance 
new plant through the U.S. capital 
market. 

Specialized markets. For the 
most part foreign investment so far 
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has been limited to subsidiaries of 
European industrial §giants—Shell, 
Unilever, Bowater, the big British 
textile companies, Philips—which 
have entered specialized markets. 

Typifying this approach today are 
the three offshoots of the I.G. Far- 
ben combine, which have started 
to buy their way back into the U.S. 

Bayer, which along with Mon- 
santo, owns Mobay Chemical Co., 
has acquired big holdings in insecti- 
cides, dyestuffs, and plastics. It has 
also set up Agfa Photo, Inc., to sell 
Agfa products, and is trying to move 
deeper into drugs—where two Swiss 
companies, CIBA Pharmaceutical 
and Hoffmann-La Roche, already 
have money-making ventures. Farb- 
werke Hoechst has bought eight 
U.S. companies since 1953, most of 
them turning out chemical special- 
ties, dyes, and pigments. Badische 
Anilin & Soda Fabrik has a joint 
venture with Dow Chemical Co. to 
produce a basic material for nylon. 
It also controls Putnam Chemical 
Corp. 

Technological lead. Generally, for- 
eign companies are moving into U.S. 
markets where there’s clear demand 
for a product—though not neces- 
sarily a lot of competition—and 
where they feel they have a techno- 
logical lead. Montecatini, for ex- 
ample, isn’t afraid of entering what 
is considered an over-saturated plas- 
tics market because it feels it has an 
edge in turning out polypropylene. 

Italy’s Olivetti bought Underwood 
Corp. because it felt that it, too, 
could capitalize on design and pro- 
duction techniques in challenging 
the giants of the U.S. office equip- 
ment business. Olivetti has stream- 
lined | Underwood’s __ operations, 
boosted production, and cut unit 
costs. So far, Underwood is still 
deep in the red, but the company’s 
sales are growing. 

New attitude. At the same time, 
many foreign companies are exhibit- 
ing a new attitude toward their U.S. 
investments—asking for bigger or 
mare favorable participations. In 
the early postwar years, foreign com- 
panies had the products, but not the 
cash to promote and produce them. 
They tended to enter the U.S. mar- 
ket either through sales agreements, 
licensing agreements, or joint ven- 
tures; and they often had to accept 
terms that weren't too favorable. 
Now that they have grown in size, 
many foreign outfits will * expect 
more in return. 

This does not mean, however, that 
there will be a mad rush by foreign 
companies to set up new plant here. 

Why no rush. One reason, of 
course, is the gap between labor 
costs here and abroad. This cost gap 
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Montecatini’s new $10-million polypropylene plant at Neal, W. Va., which goes 
on stream in a few months, is dramatic example of stepped-up flow of foreign 
capital into U.S. Montecatini has marketing agreement with W. R. Grace & Co. 


is narrowing, but scarcely enough 
to put labor costs on a par. 

More important, though—for the 
moment—is that the bulk of Euro- 
pean industry is presently jockeying 
for position within the Common 
Market. Says Pierre Uri, European 
representative of Lehman _ Bros.: 
“Most European companies are more 
concerned with investments within 
the Common Market region.” 

Outlook. Still, European invest- 
ment bankers predict a swing of 
European capital into the U.S. What 
might be under way, suggests Uri, 
is a two-stage approach: first a con- 
solidation of European companies 


within the Common Market, fol- 
lowed by a combined move into 
U.S. situations. 

But many foreign businessmen 
have reservations. 

An onerous drawback, most agree, 
is the withholding tax levied on 
foreign companies in the U.S. They 
argue that the U.S. is far less liberal 
in its tax policies toward foreign 
investment than other countries. 
They believe that until there is some 
reduction in corporate taxes or more 
effective bilateral agreements avoid- 
ing the duplication of taxes, foreign 
investment in the U.S. will not flow 
with any force. End 
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5 Se Be waratineg the straw, the nimble work of the patent pitchfork, 





Beholdest the newer saw-mill, tie southern cotton-gin and the 
rice-cleanser. 


, 


‘With these and with their own strong hands the heroes harvest. 


WALT WHITMAN 








FIRST NATIONAL CITY BANK 


NEW YORK 


“The human-divine inventions” and other stirring 
Whitmanesque phrases dramatize the early rum- 
blingsof the technological revolution that hasswept 
our farmlands. As a bank that lent financial aid to 
theagricultural revolution from the very beginning, 
First National City has seen the business of grow- 
ing, processing, and distributing food develop from 
small local enterprises into large national and in- 
ternational operations. With their background “in 
the field” and their firsthand knowledge of the cur- 
rent scene, Citibankers today are able to offer spe- 
cialized services to anyone concerned with the 
food industry. # There are Citibankers to pro- 
vide you and your industry with specialized 
banking services, too. Around the country or 
around the world, consult First National City first. 


Member Federal Deposit Insurance Corporation 


WALT WHITMAN, famed American 
poet, was fascinated by the vastness 
of his nation and the vitality of its 
people. His lyric verse records Amer- 
ica’s dramatic transformation into a 
mighty industrial giant. 
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Pacific Northwest's 


own phone company 


Walter W. Straley (cover and right) launches 
big new company carved out of Pacific Tel & Tel, which 
will now confine itself to California and Nevada 


Walter W. Straley (cover and right) 


is enjoying an experience that comes 
to few executives. On July 1 he be- 
came president of a new company 
that starts out with statistics many 
a long-established concern might 
envy: assurance of more than $225- 
million sales in its first year, a plant 
investment of $690-million, an ex- 
perienced work force of 15,500. 

The explanation for these phe- 
nomenal first-year figures is sug- 
gested by the company’s name: Paci- 
fic Northwest Bell Telephone Co. 
This is the first offshoot within the 
Bell System since New Jersey Bell 
Telephone Co. was created in 1927. 

Until July 1, the new company 
was part of Pacific Telephone & 
Telegraph Co., with headquarters in 
San Francisco. Thus, it is a well-sea- 
soned operating segment of the Bell 
System. However, it’s now on its 
own at its Seattle base, to grow with 
its Pacific Northwest market area 
and to help that area grow. PT&T 
retains the California territory and, 
through a subsidiary, Nevada; Wash- 
ington, Oregon, and northern Idaho 
are the province of the new Pacific 
Northwest Bell. 

PNB is already the second largest 
private industrial employer in the 
Northwest, topped only by Boeing 
Co. Among the 23 companies in the 
Bell System, it ranks 13th in rev- 
enues. The operations that are now 
in PNB last year made up $221-mil- 
lion of PT&T’s total revenue of 
$915-million. In the first five months 
this year, PNB operations ran up 
revenues at an annual rate of $223- 
million. 

Tax windfall. The transaction of 
selling former PT&T property to 
PNB would have been a big deal 
anywhere, and for the Northwest it 
was more than a nine days’ wonder. 

On June 22, eight days before 
the closing, the lawyers sent a man 
to the Tacoma Internal Revenue 
Service office to order $377,000 


worth of federal stamps to cover the 
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$377-million stock transfer that was 
part of the deal. It turned out that 
the office had only three or four 
$10,000 stock transfer stamps (each 
of which would cover a $10-million 
transaction, rare in the area), and 
it was unthinkable to paste up 
enough smaller denominations to 
add up to $377,000. So IRS said it 
would order the stamps. Came June 
30 and the stamps hadn’t arrived at 
Tacoma. It looked as if the deal 
might have to be postponed for lack 
of stamps, but the lawyers finally 
decided it could proceed on a re- 
ceipt for payment of the tax due. 
The stamps finally arrived 10 days 
later. 

States and counties, too, got a tax 
windfall. Conveyances of real estate 
in the three states required $51,- 
396.95 worth of documentary stamps; 
Washington got another $28,278 
from its tax on conveyances. Coun- 
ties in Washington received the big 
money, though, in their 1% sales 
tax on real estate transactions—a 
total of $282,776.97. 

“We must have looked like Santa 
Claus in June,” a phone company 
official says. 


1. Why the split? 


The whole West Coast is a growth 
region. By splitting PT&T, the Bell 
System gets two growing but ho- 
mogeneous operations and_ brings 
management closer to the operating 
level in both areas. 

“If you can match top manage- 
ment responsibility with a geographi- 
cal area that is to some degree 
homogeneous,” says Straley, “you 
can undoubtedly do a better job 
than if the top management decisions 
are made outside the area.” 

As an economic unit, the Pacific 
Northwest has little in common with 
California. Its economy is based on 
forest products, water power, fish- 
ing, and farming, plus a few indus- 
tries such as Boeing. Even its farm- 





ing has little relation to the farming 
in California. 

Besides, the Northwest has a 
strong community of interest, an 
intense regional loyalty, and a feel- 
ing that its growth is just beginning. 
A company tied to this region al- 
most at once becomes a_ neighbor 
and friend, rather than a branch of 
an operation run by a bunch of Cali- 
fornians. The Northwest is sensitive 
about having so many big corporate 
branches run by absentee top man- 
agement. 

Down to grassroots. In a year of 
transition, PNB operated as an au- 
tonomous division of PT&T while 
Straley assembled his top manage- 
ment team and tried out new poli- 
cies. One policy that was stressed 
was the bringing of executives closer 
to the operations, the part of the 
company that the public encounters. 

Straley himself and all the vice- 
presidents who were new to the re- 
gion made a point of visiting busi- 
ness offices, repair service centers, 
and plant service centers through- 
out the territory. In each of the 
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Signing the papers are Pres. Walter Straley and attorney Dean Ostrum of PNB and Vice-Pres. Lowell Wingert of PT&T 


two states, Washington and Oregon, 
a new customer service manager was 
added to the general management 
staff to try for remedy of all flaws 
in service. He is a technically trained 
phone man who, in effect, acts as the 
customer's representative. 

The setting up of PNB, says Stra- 
ley, is “in a very real fashion, an 
effort to bring the advantages of 
smallness alongside the advantages 
of bigness.” 

Growth coming. Without the split, 
PT&T might soon have grown too 
big to keep management close to 
the public in any of its territories. 
PNB breaks away with about the 
same revenues as all of PT&T had in 
1945. Its $221-million represents 
less than three years’ growth for 
its former parent. . 

PNB serves an area of 182,091 
sq. mi., a population of 4,893,000; 
on May 1, it had 1,593,586 telephones 
in use, an increase of about 30,000 
in five months. The Pacific North- 
west hasn’t yet hit the growth stride 
of California, but Straley says con- 
fidently that the region has the best 
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long-term growth prospects in the 
U.S. 

“There are all sorts of signs,” 
he says, “that 50, or 100, or 200 
years hence, the whole Pacific North- 
west is going to have a tremendous 
development.” He speaks of the in- 
fluence of the Orient, of Alaska, of 
Canada’s growth, of the continued 
westward migration in the U.S., and 
he adds: “Top management’s chief 
job is to look a generation hence.” 


ll. Working out finances 


The legal formalities of the cor- 
porate split took about an hour on 
June 30, when PT&T’s board met in 
San Francisco and PNB’s board in 
Seattle and papers were signed at 
Seattle by Vice-Pres. Lowell F. Win- 
gert of PT&T and Pres. Straley and 
other officers of PNB. But the work 
of setting up the new company goes 
back almost a decade. 

In 1952, Mark Sullivan, then presi- 
dent of PT&T, and high officers of 
American Telephone & Telegraph 
Co., which owns 90% of PT&T’s 


common stock, agreed that the whole 
West Coast was growing so rapidly 
that California and the Northwest 
would in time nd separate op- 
erating companies. The only ques- 
tion was on the timing of the split. 

In late 1959, plans were brought to 
a head. An important factor in the 
timing was the need for capital 
spending to keep up with demand for 
service in California. The idea was 
for the new Pacific Northwest com- 
pany to buy its share of property 
from PT&T with capital funds of its 
own, which PT&T could apply to 
projects in California. Capital spend- 
ing on phone plant in California now 
amounts to $200-million a year; in 
the Northwest, close to $60-million a 
year. 

Early in 1960, the PNB area was 
segregated as a division, Pacific Tele- 
pkone-Northwest, headed by Straley. 
The division lined up its own staff, 
found its own added office space, and 
cleared its future independence with 
state commissions. 

What’s in a name? The rapid 
changes in PNB’s status kept the 
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business office switchboard girls busy 
changing their greeting for incoming 
calls. For years, they chirruped 
“Pacific Telephone.” Then the divi- 
sion was set up last year, and they 
had to shift to “Pacific Telephone- 
Northwest.” Finally, this month, this 
became “Pacific Northwest Bell.” 

A feminine caller, among the first 
to get the new greeting, snapped 
back at the operator: “You folks 
change your name as often as I do, 
and I just got divorced last week!” 

Buying its freedom. For the prop- 
erties it took over from PT&T, the 
new company on June 30 gave PT&T 
a demand note for $200-million, bear- 
ing interest at 442%, and 30,450,000 
shares of common stock with a par 
of $11 and a book value of around 
$12.70. 

This gave the new company a capi- 
tal structure like this: 


Stock $335,000,000 
Debt 200,000,000 
Surplus 42.000,000 

$577,000,000 


The effect throughout was to give 
PNB the same proportionate amounts 
of equity shares, da. and surplus as 
PT&T has. To satisfy state commis- 
sions that PNB would not later seek 
rate increases on the basis of new 
debt at higher interest rates than 
PT&T incurred. years ago, it was 
even agreed that PNB’s base for 
rates should include a composite of 
some of PT&T’s low interest costs. 
PT&T has an average rate of around 
3.75% on its debentures; new tele- 
phone issues go for around 412%. 

Public sale of stock. The next step 
will be for PT&T to sell part of its 
new PNB stock, probably about 56% 
of the $335-million worth. Securities 
& Exchange Commission registra- 
tion is expected to be worked out in 
time for a September sale. PT&T 
stockholders (and AT&T owns 
90.249% of the common) get rights 
to buy the PNB shares, so the dis- 
tribution of ownership should remain 
substantially as in PT&T. The other 
44% of PNB stock will be sold in the 
same way within about three years. 

PT&T will use proceeds of its sale 
of PNB stock to pay back about $225- 
million in advances from AT&T for 
its plant expansion. In order to fi- 
nance its own expansion in the next 
few years, PNB will rely on advances 
from AT&T. Within three years, 
however, PNB expects to sell its own 
debentures in the public market and 
retire the $200-million worth that it 
gave to PT&T. 

Thus, the cutting of the financial 
strings will take three years. It 
leaves PNB without the bigger par- 


ent to lean on, but it also frees PNB 
from the refunding problem that 
faces PT&T. The California com- 
pany has 13 issues of debentures 
outstanding, a total of $902-million 
to be refunded in 1978-93. 


Ill. Putting a staff together 


Management of Pacific Northwest 
Bell Telephone Co. is quite different 
from the staff makeup under PT&T’s 
wing. Perhaps Straley’s major task 
from his appointment Feb. 1, 1960, 
as president of Pacific Telephone- 
Northwest Div. was to put a new 
staff together. In this, he drew a bit 
on PT&T but mostly from the far 
wider reaches of AT&T. 

Men he knew. Straley, 48, grew up 
in Wyoming and lowa, came out of 
Grinnell College with his diploma in 
the rock-bottom depression year of 
1933. After a whirl as master of all 
trades at Des Moines radio station 
WHO, he went into the telephone 
business as a clerk for Northwestern 
Bell Telephone Co. at Des Moines. 

On his way up the ladder, Straley 
worked for AT&T on the East Coast 
as well as for PT&T on the West 
Coast and 13 years for Northwestern 
Bell in the mid-continent. So when 
he started looking for key men, he 
not only had the pick of the Bell 
System but also knew many men who 
were worth considering. In addition, 
AT&T supplied him with a list of 
about 50 men who might be ripe 
for top management. 

“One of the values of association 
with AT&T is the availability of 
management,” Straley observes. 

He had started his groundwork 
the previous October, when he was 
assigned to work on the partition, 
and he completed his top staff ap- 
pointments by March, 1960. 

The key men. Three top men came 
out of PT&T’s Northwest opera- 
tions: Don J. Robbins, vice-presi- 
dent for personnel, former general 
plant manager for Washington- 
Idaho; Ben Bowling and Francis M. 
Mitchell, respectively vice-president 
and general manager for Washing- 
ton-Idaho and for Oregon, who con- 
tinued in their PT&T posts. 

Straley brought Claude M. Blair 
in from Mountain States Telephone 
& Telegraph Co. to be vice-president 
(staff). Blair had been an assistant 
treasurer at A” ~ in New York 
when Straley w.° .here as an as- 
sistant vice-president in charge of 
advertising. 

C. Selby Mason, vice-president 
and comptroller, came from PT&T’s 
San Francisco office, where he was 
assistant comptroller. 

John H. Page, vice-president (pub- 
lic relations and revenues), and 
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Frank H. Case, secretary and treas- 
urer, were also with AT&T in New 
York when Straley was. Page came 
from Northwestern Bell, where he 
was general commercial manager for 
the Iowa area, and Case came from 
AT&T. 

Dean Ostrum, general attorney, is 
at 39 the youngest of the top staff. 
He served at one time as assistant 
attorney general in Kansas, later on 
the legal staff of Southwestern Bell, 
and most recently as PT&T attorney 
for the Oregon area. 

Board of directors. There was no 
problem about forming a board of 
directors. PT&T for years had a 12- 
man Pacific Northwest Advisory 
Board, and this was expanded into 
a 15-man board of directors by 
adding Straley, Blair, and a con- 
sulting economist, H. Dewayne 
Kreager, former head of the Wash- 
ington State Dept. of Commerce & 
Economic Development. 


IV. Building up business 


Pacific Northwest Bell comes into 
being with one especially challeng- 
ing problem: Its rate of earnings on 
investment puts it in the bottom 
third of all Bell companies. So Stra- 
ley and his staff are looking for 
additional revenues on the one hand, 
for improved productivity on the 
other. 

Straley is confident that the North- 
west will grow and that his com- 
panys business will grow with it. 
But he isn’t content to wait passively 
for this growth. One of his first acts, 
back in PNB’s transition period, was 
to put major effort into promoting 
industrial development, supplement- 
ing the efforts of state, local, and 
business groups. 

William Bruns, formerly with 
PT&T in San Francisco, heads 
PNB’s Economic & Industrial De- 
velopment Dept., which began by 
training PNB men in economic de- 
velopment. As the only private or- 
ganization that covers Washington, 
Oregon, and northern Idaho, PNB 
feels a special responsibility for 
pushing the area’s economic growth, 
knowing that its own sales will bene- 
fit, too. 

Straley also looks for new business, 
especially from sales to commercial 
customers. One big potential, he 
thinks, is in use of phone lines to 
centralize data-processing, ‘as in 
AT&T's development of Data-Phone 
(BW—Jun.11’60,p84). 

“We are not the most industri- 
alized part of the U.S.,” Straley ad- 
mits, but he still sees great use for 
transmission of such data as bank 
and business bookkeeping transac- 
tions to centralized computers. End 
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Why you should think of your scales 
as MONEY WEIGHING MACHINES 


Cold, hard cash is the final value yardstick you must apply 
to every material or product that moves into, through, or 
out of your plant. How much does it cost? How much does 
it save? How much profit does it produce? In the last 
analysis, the answer always comes up in dollars and cents. 


With dollars at stake, the right Toledo Scale at each weigh- 
ing point is of the utmost importance ... the backbone of 
control your needs demand. Your Toledo representative 
will take a personal interest in helping you get all the 
benefits provided by advanced Toledo methods and equip- 
ment. Write today. Toledo Scale, Division of Toledo Scale 


Corporation, Toledo 12, Ohio. (Toledo Scale Company of Canada, Ltd., 
Windsor, Ontario.) 


TOLEDO PRINTWEIGH® “400” 


provides complete printed weight records 


Prints where you wish on full 
8%" x 11” forms, or on tickets 
or strips. Prints full figures, even 
when unit weights are used. 
Positive weight identification, 
with selective numbering, weight 
symbols, or consecutive number- 
ing. Also prints time and date, 
if required. Weight data may be 
transmitted electrically to re- 
mote adding .or other office 
machines. Ask for Bulletin 2017. 
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General Electric’s manual and kit... ...has step-by-step instructions... 


Cashing in on the young fry’s latest hobby 


Suppliers of science assembly kits are working overtime to promote the craze for 
scientific toys. For instance, Science Materials Center’s Pre-Electricity Physics Lab 
can be used for 125 experiments in magnetism and static electricity. With Lionel’s 
Electronics-Lab Mark IV, a youngster can put together his own sensing devices 
for remote control of everything from lamps to the TV set to electric trains, air 
conditioners, and a score of appliances. 
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...all tools and components... 


NEW PRODUCTS 


Toymakers 
discover 
Space Age 


Science assembly kits are 
one of the hottest 
items in booming toy market 


The pictures on these pages illus- 
trate how the Space Age has taken 
over the playroom—and how the 
toymakers are cashing in on the in- 
vasion. The dust is piling up on the 
little toy dog as today’s kids assem- 
ble working miniatures of some of 
the world’s greatest inventions— 
everything from Gutenberg’s print- 
ing press to electronic digital com- 
puters. 

Science assembly kits, for 10-year- 
olds on up, are one of the hottest, 
new items in the nation’s $1.7-billion- 
a-year toy market. These kits range 
in price from 50¢ packets for simple 
static electricity experiments to over 
$40 for an electronics lab. For the 
really discriminating—and affluent— 
youngster, there are even kits run- 
ning up to $225 or more for super- 
precision mechanical engineering 
projects. 

Newcomers. The potential market 
is big enough to lure General Elec- 
tric Co. into a strange field, and to 
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...and scientific explanations... 


persuade the Toy and Train Div. of 
Lionel Corp. to make its first diversi- 
fication out of electric trains. In the 
coming months, these companies will 
be turning out scores of new kits, 
and both plan major, kick-off promo- 
tions for the Christmas trade. 

In 1955, only 3% of the toys sold 
in the U.S. were “science” toys. Last 
year, says the Toy Manufacturers of 
U.S.A., Inc., science toys accounted 
for 9% of sales, or roughly $150-mil- 
lion. No one knows exactly how 
much of this goes for build-it-your- 
self kits. In the case of electronic 
kits, one guess is that $6-million 
worth will be sold in 1961, about $8- 
million in 1962, and $20-million in 
1971. 

For both GE and Lionel, entry 
into this field carries special signifi- 
cance. 

GE is making its first bid for the 
toy market. Besides schooling young- 
sters in the rudiments of electronics, 
the company expects to build a little 
brand loyalty along the way. GE’s 
Educational Projects line consists of 
seven kits, running from $9.95 for a 
basic transistor lab to $39.95 for an 
advanced electronics lab. 

As with other kits on the market, 
these come with detailed instruc- 
tions for whatever wiring is neces- 
sary. 

Lionel’s Toy & Train Div.’s build- 
it-yourself kits include Electronics- 
Lab sets, plastic-making kits, weather 
forecasting kits, and a Famous 
Inventor series for assembling work- 
ing miniatures of such _inven- 
tions as Gutenberg’s 15th-Century 
printing press and Hero’s steam tur- 

ine. Prices for the kits will range 
from $7.95 to $25. As part of the 
same diversification, the division is 
7 Porter Chemical Co., 
maker of chemistry sets, microscope 
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kits, and other preassembled science 
sets. 

Competition. In these higher- 
priced kits—$7 and up—Lionel and 
GE will be pitted mainly against 
three solidly entrenched competi- 
tors: Science Materials Center, A. C. 
Gilbert Co., and Heath Co., a sub- 
sidiary of Daystrom, Inc. 

Gilbert is the real pioneer in the 
science toy field. Its long-time staple, 
the Erector Set, hit the market in 
1913, and the company had an elec- 
trical engineering kit in 1917—al- 
though it was soon abandoned for 
want of a market, but staged a come- 
back last year. In the past 45 years, 
Gilbert has put out a range of sci- 
ence toys, from chemistry sets since 
1917 to the more recent Space Age 
Erector Sets and Erec-Tronics Sets. 

Other strong contenders for 
Junior's pocket money are the kit 
makers who concentrate on the 
cheaper—$1 to $4—sets. These in- 
clude, among others, Skil-Craft 
Corp., Remco Industries, Inc., Stuart 
Mfg. Co. The least expensive is a 
“kit-of-the-month” offered by Science 
Service, for $5 a year. American 
Basic Science Club, Inc. also sells 
kits—though far more advanced—on 
a subscription basis. An eight-kit 
series runs $29.90. 

New gimmicks. Except for pack- 
aging, GE hasn’t come up with any- 
thing startlingly new. Lionel kits, 
however, bear little family resem- 
blance to anything else on the 
market. 

One Lionel kit in particular—the 
plastic set—might even start a 
trend. With it, youngsters learn 
basic fabricating techniques, and 
how to make, say, a chess set by in- 
jection molding, a motor boat by 
foam casting, or a Mercury capsule 
by rotational casting. 








... involved in putting together... 











. .. a workable intercom set. 


Science Materials Center has a 
similar kit in design for metals. It 
will include 100 test samples of 
different metals and alloys and a 
special heating unit for tempering 
and anneal‘ng. The kit also contains 
hardware for drawing wire, winding 
and testing springs, measuring 
strengths of metals, and working 
powder metal. SMC is working on 
this project with the American 
Society for Metals, which wants to 
get more junior-graders interested 
in metallurgical careers. 

“The important thing isn’t so much 
what you get in the kits as what 
you get out of them,” says Alan Gins- 
burg, president of Lionel’s Toy & 
Train Div. “Rather than sticking 
strictly with a recipe book like you 
do with chemistry sets, the youngster 
is trained with most of these kits 
to chart his own experiments, and 
prove out various theories he might 
formulate, based on what he learns 
from the manual in the kit and some 
same experiments.” 

This is what sets the science as- 
sembly kit off from the hobby kit— 
say a plane or Polaris submarine. The 
small fry has more than just some- 
thing to put on a shelf when he’s 
finished. “The youngster also learns 
by doing,” says Norman Huey, man- 
ager of Educational Recreation Prod- 
ucts of GE’s Radio Receiver Dept. 
“He gets theory and a real under- 
standing of how an intercom or ana- 
log computer, for example, works.” 

For adults who ‘think the kits are 
too complex for youngsters, SMC 
likes to cite the time a 13-year-old 
wrote in, suggesting that SMC in- 
clude a gold leaf electroscope in its 
Static Electricity Lab. To keep the 
cost down, the youngster even ex- 
plained how to make it with alumi- 
num foil instead of gold leaf. End 


NEW PRODUCTS 49 









In new products 


Special camera for microscopes works 
automatically, refuses to take bad pictures 


An automatic microphotographic camera that fits any 
microscope was demonstrated to medical researchers 
and industrial scientists in New York City last week. 
The manufacturer, E. Leitz of Wetzlar, West Germany, 
says it believes this is the first totally automatic device 
of its type. 

The “Orthomat micro-camera,” which will be dis- 
tributed by E. Leitz of New York, automatically regu- 
lates exposure, activates the shutter, and transports the 
film to the next frame. All the operator has to do to 
take a picture is press a button. 

The camera, says Leitz, balks at taking bad pictures. 
If not enough light is present to make a good picture, 
the camera automatically locks the shutter and flashes 
a red light. 

The camera accepts standard 36-frame cartridges of 
35-mm. film in magazines that may be removed after 
any number of exposures (up to 36) have been made 
and another magazine inserted. Leitz says this feature 
permits instant conversion from black-and-white to 
color. 

The manufacturer, which also makes Leica cameras, 
believes the Orthomat micro-camera will be useful to 
medical technicians and researchers in steel, chemicals, 
food processing, petroleum, and other industries. The 
camera will sell for about $2,500. A variety of attach- 
ments is available. 


Truck-mounted mixer carries concrete 
to hard-to-reach missile sites 


A fast, small portable concrete mixing plant is solving 
two of the thorniest problems—distance and inaccessi- 
bility—at Minuteman missile bases in Montana. 

The “turbine” mixer, developed in Sweden and re- 
fined and manufactured by T. L. Smith Co., is mounted 
on a truck and can be carried to missile sites scattered 
over 20,000 sq. mi. of Montana countryside. Once there, 
it provides a high-quality concrete mix, according to 
the manufacturer, for the underground silos that will 
house missiles. 

Smith says its unit differs from the conventional mixer 
in that the doughnut-shaped mixing trough is mounted 
flat on the truck. In addition, it can discharge in four 
directions, mixing 180 cu. yd. an hour, Smith claims. 

Because of its weight, the turbine mixer is especially 
suited to the rough terrain of the missile sites. Smith 
says the rough roads would damage heavy equipment. 
Cost of the unit, without truck, is $25,000. 

Smith, a Milwaukee manufacturer, is making the 
turbine mixer under license from its Swedish inventor 
and has exclusive sales rights in the Western Hemi- 
sphere. 

Eight units have been sold to Western Concrete Co., 
Denver, subcontractor for the concrete end of the 
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Montana missile job. It is being used to construct 150 
launching silos and 15 launch control centers. 

Turbine mixers made by Smith have also been used 
to stir up dog food, atomic waste, and glass ingredi- 
ents. Now, Smith believes thes mixer will be useful in 
other applications where mobility is a factor—on-site 
mixing for prestressed concrete, for example. 


Putting the right bends and angles in pipe 
is easy job for tape-controlled machine 


A tape-controlled tube-bending machine developed for 
aircraft and missile installations was unveiled last week 
by its developers, Nu-Era Corp., Rochester, Mich. 

As the first prototype of a pipe design is made, the 
machine punches out a numerical paper tape for that 
design. Whenever the machine’s operator wants to 
duplicate a particular set of bends and angles, he feeds 
the corresponding tape into the machine. 

Nu-Era says the tape-controlled machine has two 
advantages over a conventional pipe-bender: (1) It’s 
more accurate, and (2) it reduces setup time for pro- 
duction of a new design to about 35 minutes, which 
is about one-sixth to one-eighth the time required by 
a conventional machine. 

The machine will handle any tubing up to 1% in. 
in diameter and 8 ft. in length. Nu-Era says its machine 
holds bend and twist angles to tolerances of plus or 
minus .0018 seconds and linear dimensions to .005 in. 

The automatic pipe-bender will sell for about $80,- 
000, compared to about $30,000 for conventional ma- 
chines. 


Cops get a new radar unit to track speeders, 
and speeders get gadgets to spot cops 


The latest police weapon in the battle against speeders 
is a radar unit about the size of a spotlight, which can 
be hung from the window of a patrol car. The unit 
is plugged into the car’s cigarette lighter. A box with a 
small graph—on the patrol car seat—registers the speed 
of passing cars. The manufacturer of the device is the 
Automatic Signal Div. of Eastern Industries, Inc., Nor- 
walk, Conn. 

For the habitual speeder who wants to fight science 
with science, the Radar Sentry—a self-contained radar 
detector that clips underneath a car’s sun visor—emits 
a warning signal from 500 ft. to 1,000 ft. before the 
car reaches the radar speed trap. Radar Sentry, which 
was introduced several months before the new police 
radar, sells for $39.96 from Radatron, Inc., North Tona- 
wanda, N. Y. 

A third gadget, the Radar-Gard, made by Mortronic 
Radar Detection Devices, Chicago, Ill., is said to emit 
a warning “beep” a half-mile away from a _ radar 
speed trap. This device, which also sells for $39.95, 
operates on two 1,000-hr. penlight batteries. The manu- 
facturer says it is good for about 35,000 miles of driving. 
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PRODUCTION 


Rejuvenation of a steel mill 


In modernizing its Youngstown mill, Youngstown Sheet & Tube 
has greatly enhanced its competitive position 
in the sheet market—and put new vigor in an old steel city 


For a decade or more, Youngstown, 
Ohio, has been losing ground—along 
with Pittsburgh—as a competitive 
steel producing point. Its three 
major steel residents—Youngstown 
Sheet & Tube Co., Republic Steel 
Corp., and U.S. Steel Corp.—have 
been saddled with no end of old 
higher-cost equipment. And _ the 
city’s location is much less favorable 
than some newer producing points, 
such as Chicago and Detroit, when 
it comes to freight cost on incoming 
raw materials and on the outgoing 
product. 

This seems hardly the proper 
climate for expansion of capacity, 
but Youngstown Sheet & Tube has 
done just that. And by doing so, it 
hopes to better its competitive po- 
sition, at least in the highly com- 
petitive steel sheet market. The com- 
pany this week completed a $50- 
million refurbishing job on its 79-in. 
mill in Youngstown—one of the 
industry's larger continuous hot 
sheet mills—as part of a broad $73- 
million modernization. The modern- 
ized plant is expected to roll up new 
economies and efficiencies in its op- 
erations. 

New mill’s capabilities. The 
spruce-up of the Youngstown mill 
actually resulted in a new mill— 
in spite of the fact that much of the 
equipment began operating 26 years 
ago. 

Here’s primarily what Youngstown 
Sheet & Tube gained: 

# Capacity was raised two and a 
half times at a cost perhaps 40% 
below that of a wholly new mill. 

« Coil-weight, an extremely im- 
portant item in today’s sheet market, 
was almost tripled. 

* Quality, perhaps the most criti- 
cal aspect of the market today, was 
improved to maximum standards by 
automatic gauge-control equipment 
and electronic inspection systems. 
The gauge-control system will pro- 
duce more “on specification” material 
per coil. 

« Harder to measure but equally 
important, the mill’s productivity has 
been increased vastly. Much of this 
comes from a 78% boost in the horse- 
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power and the tremendous increase 
in the size of slabs it can reduce 
into giant 20-ton coils of hot-finished 
sheet. 

All of these factors, plus _thor- 
oughly modern heating furnaces and 
the more elaborate rolling train itself, 
will help boost the mill’s tons per 
manhour. 

For some years, steel sheet de- 
mand has been shifting from cut 
sheets to coils. And, as fabricators 
beefed up their materials-handling 
capabilities, there has been an in- 
cessant demand for wider, heavier 
coils—and for coils with a minimum 
number of welds. To cut down the 
number of welds, large slabs are 
needed for the rolling mill. 

More desirable product. It was the 
demand for coils with fewer welds 
that pinched Youngstown’s 79-in. 
mill. Since it was wider than most, it 
had little difficulty matching the de- 
mand for wide sheets. But the slabs 
it obtained from the Youngstown 
breakdown mill were too small to 
enable the sheet mill to turn out 
heavy coils in the wider sizes without 
numerous welds. Youngstown Sheet 
& Tube hasn’t solved the problem 
completely, but the sheet mill now 
is able to furnish a 72-in. coil weigh- 
ing 17.5 tons with only two welds. 
This is a product that at least two 
large automotive customers find 
quite acceptable and that quite a 
few of the industry’s hot-sheet mills 
can't match. 

Youngstown Sheet & Tube spent 
two and a half years modernizing its 
Campbell Works, the larger of its two 
Youngstown producing plants. Most 
of the other $23-million of the $73- 
million outlay was spent on a versa- 
tile new annealing department at 
Campbell Works, serving the cold- 
finished sheet mill there. The new 
50-furnace shop includes open-coil 
annealing equipment, which allows 
Youngstown to furnish a relatively 
new product—single-coat enameling 
stock. 

The modernization and expansion 
of Youngstown Sheet & Tube’s facili- 
ties in Youngstown make the com- 
pany distinctly more competitive on 


the major tonnage products manu- 
factured there—hot- and cold-rolled 
sheets. 

Future expansion? Equally in- 
triguing is what the expansion seems 
to imply for Youngstown’s future as 
a steel-producing city—still more in- 
vestment by Youngstown Sheet & 
Tube. This is a distinct possibility for 
two reasons: 

First, capacity of the new hot mill 
now ranges from, say, 2.8-million an- 
nual tons producing at capacity with 
a reasonable product mix to 3.6- 
million annual tons on an ideal prod- 
uct mix at capacity. This is more 
steel than the company now can pro- 
duce at Youngstown in both plants. 

Second, even though the attrac- 
tiveness of the product coming off 
the modernized hot mill has been 
enhanced, the mill’s full competitive 
cost capabilities won't be realized 
until it has a breakdown mill capa- 
ble of supplying it with the larger 
slabs it now can handle. 

Until it does decide to invest in 
more steel at Youngstown and a 
breakdown mill to handle significant 
extra tonnage, Youngstown Sheet & 
Tube has several recourses in provid- 
ing the proper slabs for the 79-in. 
mill. It can import larger slabs from 
its Indiana Harbor Works, and it has 
installed a broadside rolling stand in 
the modernized mill that can sub- 
stantially increase the width of the 
narrower slabs it already produces 
at Youngstown. 

The modernized mill has 12 stands, 
compared with 10 in the original 
mill. Its installed horsepower was 
raised from 37,000 to 66,000, delivery 
speed from 1,400 to 2,250 ft. per 
minute, and coil weight from seven 
to 20 tons. Throughout, it’s consid- 
ered a notable exercise in holding 
new equipment to a minimum and 
upgrading old mill stands, motors, 
and the like to modern capabilities. 
The whole project required consider- 
able demolition of old plant to make 
room for the new—including the 
knockdown of a 138-kv. substation 
originally built on the roof of the 
motor room because there was no 
space anywhere else. End 
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give you more profitable production! 
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"POP" 


RIVETS 


Ideal for both limited-run and production-line assembly oper- 
ations, ‘‘POP’’ Rivets can be set with exceptional speed and 
ease, even in hard-to-reach spots. Inserted and set from one 
side by one operator, they eliminate the extra expense of a 
second man to buck from behind. Setting is by compression, 
so ‘‘POP"’ Rivets can’t cause costly delays by stripping out 
of the work . . . even in thin or soft. materials. Additional 
savings are possible, because the low head profile often 
makes countersinking unnecessary. All these advantages add 
up to more fastening per man-hour and lower installed costs 

. . which are the only true measure of your fastening costs! 


In addition to lower installed, costs, ‘‘POP’’ Rivets can also 
help to give you more profitable production, because their 
neat appearance and uniformly high fastening strength help 
assure high product quality and enhance sales appeal. Set- 
ting is accomplished by inexpensive, lightweight tools, so 
your capital investment is low. For the complete facts on 
more profitable production with ‘‘POP’’ Rivets, ask to have a 
United Representative call at your plant and estimate the 
savings that genuine ‘“‘POP’’ Rivets can make possible. 


Genuine “POP” Rivets are available through a large network 
of distributors throughout the country. Write today for com- 
plete information and the name of your local distributor. 


HERE’S HOW THEY WORK RIVET 
“POP” Rivets are inserted and set from 
the same side: (1) Rivet is inserted in 
the work. (2) Jaws of the easy-to-use 
setting tool grasp the mandrel. (3) Tool 
is operated. Jaws pull back. Rivet is 
set. Mandrel breaks and falls free. 
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Pickup 
gains more 
strength 


Measure of Personal Income 
tops year-ago level for 
third month in succession 


More workers trooped back to the 
nation’s factories in May as the in- 
dustrial revival spread, although 
there were not enough rehirings 
in all states to match year-ago. A 
better-than-seasonal pickup in con- 
struction work and continued ex- 
pansion in trade, services, and 
government rounded out a_ broad 
improvement in the economy. 

For the third month in a row, 
Business Week’s Measure of Per- 
sonal Income edged past the pre- 
recession levels of a year ago. The 
improvement applied in 32 states 
and the District of Columbia. Con- 
sumers were richer by a_ small 
(0.5%) but encouraging amount. 
Gains seemed chiefly due to higher 
earnings and longer work weeks. 

Industrial gains. Hawaii led in 
year-to-year increases with its 7.4% 
rise. But the most heartening gains 
came in the crucial industrial states. 

California, despite heavy losses in 
aircraft employment, pulled 3.5% 
ahead of last year. Massachusetts 
posted a 2.5% increase, even though 
its metalworking payrolls had not 
yet caught up with 1960. Part of the 
improvement traces to the fact that 
10,000 shipbuilders at the Fore River 
yards were on strike a year ago. 

Month to month. The quickening 
tempo of recovery is reflected in 
the 1.5% national improvement over 
April, despite some drag in farm 
states. Incomes were higher than 
April in 46 states. 

For the first time this year, real 
recovery is evident in the cumula- 
tive-year comparison. The gain was 
only 0.2% above the comparable 
year-ago period, but it is all the 
more impressive since the first three 
months of 1960 were heavily 
weighted with the rebuilding of 
steel and auto stocks following the 
steel settlement. 
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Measure of personal income 
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% change % change 

1953-55 May April May versus First five months versus 

State average 1960 196i 1961 year ago 1960 1961 year ago 

Alabama .......... $286.4 $396.3 $395.2 $399.0 + 0.7%  $1,963.0 $1,9604 - 0.14% 
WOOD oe oss i voc xe 41.9 54.3 51.4 S35 i — 1.5 230.2 248.6 + 8.0 
Arizona ............ 126.9 219.5 227.7 230.1 + 48 1,080.7 1,144.0 + 59 
Arkansas .......... 153.5 191.0 186.4 190.9 — 0.1 940.9 945.3 + 0.5 
California .......... 2,341.7 3,645.8 3,683.6 3,772.2 (+ 3.5 17,870.3 18,487.55 + 3.5 
COMreGO «2.0.55... 217.2 334.9 357.7 357.8 + 68 1,654.2 1,770.7 + 7.0 
Connecticut ........ 440.7 611.5 623.6 629.8 + 3.0 3,034.7 3,101.8 + 2.2 
Delaware .......... 78.6 120.6 118.0 121.7 | + 0.9 598.1 597.4 — 0.1 
District of Columbia 158.2 192.9 200.5 199.7 + 3.5 942.4 988.9 + 4.9 
PEO a osc ak 456.8 871.9 886.0 9016 + 3.4 4,315.0 4,470.8 + 3.6 
NN oes ea ais 383.2 533.6 523.4 531.0 —- 0.5 2,602.2 2,607.4 + 0.2 
| peeled an Sears 76.0 116.6 124.6 izes + 7.4 573.5 635.3 +10.8 
NR a osc snes 74.5 102.6 100.0 fo.7 6 | — «0.9 513.7 505.9 — 1.5 
WES  ceicce cores 1,677.5 2,282.8 2,243.7 2,265.7 — 0.7 11,297.6 11,192.00 — 0.9 
OO Se eee 663.5 843.3 819.2 838.4 - 0.6 4,201.4 4,094.8 — 2.5 
Ri pr 357.3 477.4 474.0 475.8 — 0.3 2,325.1 2,441.8 + 5.0 
OS Re rer 281.8 368.0 379.5 376.4 + 2.3 1,839.8 1,924.6 + 4.6 
Kentucky .......... 307.1 397.1 397.3 402.8 + 1.4 1,945.9 2,001.5 + 2.9 
Se 318.3 456.7 461.0 464.3 + 1.7 2,262.4 2,296.5 + 1.5 
Ree 112.8 152.3 151.0 153.9 + 1.1 749.4 765.1 + 2.1 
Maryland .......... 432.3 624.2 618.1 628.3 + 0.7 3,075.3 3,053.9 — 0.7 
Massachusetts ..... 799.8 1,080.4 1,093.8 11066 + 2.4 5,337.1 5,450.6 + 2.1 
Michigan .......... 1,234.1 1,618.5 1,422.0 1,453.2 —10.2 8,159.2 7,022.6 —13.9 
Minnesota ......... 434.8 594.9 590.8 ~6601.4 ) + (11 2,912.0 2,976.1 + 2.2 
Mississippi ........ 160.9 206.8 205.7 205.7 — 0.5 1,037.7 1,028.1 — 0.9 
RE. oe eee 600.9 801.0 © 810.2 617.6 + 2.1 3,968.0 4,051.9 + 2.1 
Montana ........... 92.3 234.5 3 114.7 1126 + 1.0 542.6 567.7 + 4.6 
Nebraska .......... 182.5 247.7 243.0 ga20 + 1.7 1,218.2 1,267.2 + 4.0 
BRIE Scie exe 43.1 63.1 67.1 68.8 + 1.0 327.8 336.5 + 2.7 
New Hampshire .... 75.2 105.5 | 105.2 108.4 + 2.7 520.2 530.0 + 1.9 
New Jersey ........ 982.9 1,382.1 1,383.7 14021 + 1.4 6,789.8 6,889.2 + 1.5 
New Mexico ....... 91.8 146.4 143.3 146.5 + 0.1 718.8 715.6 — 0.4 
ee 2,887.9 3,970.6 3,952.7 4,001.4 + 0.8 19,698.5 19,793.7 + 0.5 
North Carolina ..... 429.0 606.6 569.1 S721 — 5.7 2,801.4 2,828.7 + 1.0 
North Dakota ...... 67.4 85.7 | 80.7 85.4 — 04 415.1 419.6 + 1.1 
GI fos tarinic bees ee 1,476.3 1,923.2 1,849.9 1,902.1 — 1.1 9,610.2 9,226.7 — 4.0 
Oklahoma .......... 268.5 353.6 353.5 360.7 + 2.0 1,740.7 1,796.3 + 3.2 
| is 249.8 336.6 340.8 3429 + 1.9 1,648.1 1,668.4 + 1.2 
Pennsylvania ....... 1,678.6 @ai23 | 2,144.3 2,184.3 — 1.3 11,091.2 10,710.4 — 3.4 
Rhode Island ....... 129.9 159.4 162.9 (166.6 + 4.5 799.7 812.1 + 1.6 
South Carolina ..... 210.0 276.8 269.1 220: — 1.7 1,345.3 1,344.0 — 0.1 
South Dakota ...... 73.7 91.8 93.9 956 + 4.1 449.9 476.5 + 5.9 
Tennessee ......... 345.9 473.2 471.3 Sane + 1.7 2,310.0 2,369.6 + 2.6 
WE ic oacbs eees 1,132.9 1,548.9 1,571.8 1,582.2 + 2.1 7,677.9 7,815.2 + 18 
Saas ee 98.1 152.8 153.6 is72 + 2.9 736.5 762.5 + 3.5 
Vermont ........... "45.9 61.8 — 59.9 eo) — 1.3 300.6 299.8 — 0.3 
MUR. ods Ooidea sis 383.3 610.7 605.7 611.3 + 0.1 2,947.8 3,000.0 + 1.8 
Washington ........ 418.0 554.6 563.1 Sree + 3.5 2,707.6 2,796.2 + 3.3 
West Virginia ...... 209.7 270.7 263.8 267.2 — 1.3 1,337.6 1,310.3 — 2.0 
Wisconsin ......... 528.2 746.8 731.8 744.3  —-— 0.3 3,642.8 3,621.4 — 0.6 
Wyoming .......... 45.9 59.2 60.3 — Sra  — 3.2 277.1 291.5 + 5.2 

Nation .......... $24,363.5 $33,851.5 $33,499.6 $34,013.4 + 0.5% $167,085.2 $167,4126 + 0.2% 


May, 1961, preliminary; April 1961, revised. 
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IN ONE EAR AND OUT THE OTHER? NOT WITH A TELEGRAM. 
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Khrushchev moves 
to cope with 
economic problems 


Back to 
centralization 


Will the change 
cure the troubles? 


Tunisian crisis 
stirs up 
North Africa 


Complex crisis 





International outlook Bit! 


July 29, 1961 


The Soviet Union is reorganizing its economy drastically. Plagued with 
chronic problems in industry and agriculture, Premier Khrushchev this 
week set up a new hierarchy of powerful control commissions at the national 
level and in the 15 Soviet republics. 

This amounts to a return to the old formula of running the Soviet economy 
from the top—primarily from Moscow. Several years ago Khrushchev 
scrapped the system of centralized economic controls, built up under 
Stalin, as inefficient and outdated. But the switch to decentralization hasn't 
worked out well. 


Actually, the Soviets have been quietly recentralizing economic controls 
for some time. For instance, they have set up ad hoc committees at the top 
level to deal with special pressing problems. 

The new commissions, just announced, will have sweeping authority over 
expenditures, procurement, and production. The top commission’s chairman 
will be Khrushchev himself. 

To tighten up the creaking economic bureaucracy even further, Khrush- 
chev has expanded the Communist Party’s watchdog function in all eco- 
nomic activities. 


Khrushchev, on the basis of past experience, probably is exchanging one 
set of problems for another. 

Decentralization led to duplication of effort, local hoarding of resources, 
falsification of economic reporting, dislocation of national planning. It also 
led to the recent drop in Russia’s industrial growth rate—from 11% annu- 
ally in recent years to 8.4% during the first six months of this year. Recen- 
tralization may well lead, as in the past, to loss of local initiative, unrealistic 
planning, more red tape. 

The dilemma appears insoluble in the absence of anything resembling 
the disciplines of a free market. 


Tunisia’s battle with the French at Bizerte may spell the end of all hopes 
for moderation in North Africa. 

Pres. Bourguiba of Tunisia—until last week’s incident—had been a 
model of statesmanship in building up his own country, mediating during 
phases of the French-Algerian war, and working with the West. He rejected 
neutralism, Arab League nationalism, and alignment with the Soviet bloc. 
Then, suddenly, he tried to throw the French out of Bizerte naval base at one 
swoop, despite an earlier agreement to negotiate the issue. 


Why Bourguiba picked this moment, no one seems to know. Sooner or 
later, the French would have met his demands to evacuate Bizerte. Bour- 
guiba may be leading Tunisia into the Arab nationalist camp, though he’s 
not likely to play up to Moscow. 

The crisis has far-reaching implications. For one thing, it may lead the 
Algerian rebels to follow Bourguiba’s example and toughen their stand 
in negotiations with the French. The French, in turn, may now be less 
eager to compromise with the Algerians. (Their swift, violent move to put 
down the Tunisians at Bizerte may be an indication of the French mood.) 





































Japan puts mild 
_ curbs on 
its high living 


Latin American 
export stabilization 
fund readied 


Pro-Communist 
likely to win election 
in British Guiana 
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International outlook continued 


Beyond this, the Tunisian crisis can throw the Western camp off balance 
just when it has to deal with the larger problem of Berlin. At midweek— 
in defiance of the U.N.’s cease-fire resolution—the French still had not 
withdrawn to their garrisons in Bizerte. Secy. Gen. Hammarskjold’s rush 
trip to Tunis appeared to have little effect on Pres. de Gaulle, except to stir 
up French fears that its squabble with Tunisia—and conflict with Algeria— 
might become “internationalized.” 


Japan is having difficulties that are closely parallel to Britain’s (page 23)—a 
high level of imports to feed domestic consumption, with not enough export 
earnings to pay the bill. 

Last month, Japan ran a $176-million deficit in its balance of payments, 
the highest in postwar history. 

Like Britain, Japan has moved to correct the in-balance, but not so drasti- 
cally. Last week, the Bank of Japan raised its interest rate from 6.5% to 7%, 
and this week the private banks followed suit. Discount rates on export bills 
were reduced as an incentive to exporters. 

Japan’s financial moves are not likely to prove so effective as Britain’s. 
Japanese manufacturers are expanding frantically to fill consumer demand 
and probably will ride right over the higher interest rate. If they do, imports 
of raw materials will continue unabated. 

The upshot: Look for more and stricter measures later this year. 


The Administration is working on a “compensatory financing” scheme to 
help protect Latin American countries against swings in their export earn- 
ings from commodities. 

Practically all Latin countries depend on one or two commodities for 
most of their foreign-exchange earnings despite recent moves to diversify 
their economies. When the price of coffee drops sharply, for instance, 
Brazil and other coffee producers have trouble with their balance of pay- 
ments. 

The new stabilization plan would work like this: A fund would be set 
up, with contributions from the U.S. and Latin American nations. Each 
Latin American country would calculate its average export earnings over 
the past five years. If earnings fell below average in a given year, part of 
the shortfall would come out of the fund. If earnings exceeded the average, 
a country would pay a comparable percentage of the excess into the fund. 


While Fidel Castro was host to Russian cosmonaut Yuri Gagarin at the 
anniversary celebration of the Cuban revolution this week, another leader 
with pro-Communist leanings was preparing to take power in British 
Guiana, on the South American mainland. 

Unlike Castro, pro-Communist Cheddi Jagan expects to become premier 
via the ballot box. The leader of the People’s Progressive Party, Jagan is 
virtually certain to win the Aug. 21 election in the British territory, which 
borders on Venezuela. 

Under a new constitution, British Guiana is getting internal independ- 
ence, with Britain retaining control over only defense and foreign affairs. 

Complete independence will be considered after a year. Until then 
London believes it can prevent Guiana from becoming a Communist trouble 


spot. 


Contents copyrighted under the general copyright on the July 29, 1961, issue—Business Week, 330 W. 42nd St., New York, N. Y. 
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INDUSTRIES 


Canco moves into 
contract packaging 


By setting up a new division to fill cans for carbonated soft 
drink bottlers, American Can enters a rather 
hodgepodge indusiry that has been growing rapidly 


American Can Co.’s decision last 
week to establish a new division, 
Custom Packers, to fill cans for car- 
bonated soft drink bottlers is ex- 
pected to give a boost to contract 
packaging. This is a steadily grow- 
ing but little-publicized industry that 
packages products for a wide range 
of consumer goods manufacturers. 

Contract packaging has long been 
an important factor in such fields as 
pharmaceuticals, chemical special- 
ties, and toiletries. Already contract 
packaging has grown to a $100-mil- 
lion-a-vear industry—double its early 
postwar size. 

Aerosol loading. Perhaps the big- 
gest growth story in custom packag- 
ing to date is in “loading” aerosol 
cans, used for such products as hair 
spray, paint, insecticides, whipped 
cream, and mayonnaise. Consump- 
tion of aerosol cans swelled from 
about 50-million cans in 1950 to 
nearly 800-million last year. Partly 
because the high cost of aerosol load- 
ing equipment may otherwise have 
retarded use, experts attribute much 
of this growth to the fact that about 
two-thirds of these cans are filled by 
“custom loaders.” 

Many major consumer products 
companies, including big-name mak- 
ers of toothpaste, shampoo, and anti- 
freeze, use contract packaging in a 
hush-hush manner. Reason: “They 
like the consumer to feel they have 
full control over their products from 
start to finish,” explains one industry 
official. Users of contract packers, 
of course, get strict quality control. 

The reasons. Manufacturers turn 
to contract packaging for several 
reasons. First, manufacturers of cy- 
clical products such as some foods, 
antifreeze, and insecticides do so be- 
cause they want to avoid large in- 
vestment in machinery that’s used 
only a few months a year. 

Second, in almost any packaged 
goods industry, the producer may 
turn to a contractor to reduce ship- 
ping costs into areas distant from 
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his plant. When freight costs from 
the plant become uneconomic, the 
producer ships bulk goods to the 
contractor for local packaging. 

Finally, custom packing is often 
used when volume does not justify 
the investment in expensive -pack- 
aging machinery. 

Soft drink market. The soft drink 
industry, too, is using contract pack- 
ers largely for this reason, and of 
late several dozen custom canners 
have sprung up in this field. Fran- 
chised bottlers may be limited to 
small territories that cannot support 
a $300,000 splurge on high-speed 
canning equipment, or they simply 
may be unsure of the size of the 
market they can build in cans. In 
the view of William C. Stolk, Ameri- 
can Can’s board chairman: “There 
is no doubt that [canned soft drinks] 
growth rate would be even greater 
if soft drink manufacturers had avail- 
able to them in every market area 
the services of a reliable and modern 
high-speed canning facility assuring 
uniform quality control.” 

“There were such facilities avail- 
able all across the country,” explains 
J. Whitney King, general manager of 
Canco’s new Custom Packers Div., 
“but we discovered at least six areas 
with a sizable population and a high 
per capita consumption of soft drinks 
where adequate canning facilities 
did not exist.” Thus, Canco plans 
to spend about $6-million initially 
to put plants in the Winston-Salem 
and Greensboro area of North Caro- 
lina, Baltimore, Cincinnati, St. Louis, 
New Orleans, and Jacksonville, Fla. 
The first will go up in North Caro- 
lina this fall, and the rest are ex- 
pected to be ready by early 1962. 

For American Can, the step into 
custom packing is mainly an effort 
to boost the market for soft drink 
cans. Cans are upping their share 
of the soft drink market at the rate 
of about 50% a year, but they still 
accounted for less than 3% of the 
35-billion containers of soda pop 

























General manager of Canco’s new Cus- 
tom Packers Div. is J. Whitney King. 


sold last year. And since Custom 
Packers will fill cans made by any 
supplier, Canco officials say they see 
no reason for their competitors to 
enter the field. Continental Can Co., 
Inc., the other giant of the can- 
making industry, however, is keep- 
ing mum about the whole thing. 

Future possibilities. But Canco 
may not stop at soft drinks. “If there 
is a demand for us to can other 
products at some point in the future, 
we would want to consider it,” says 
King. Additional facilities could be 
added at these plants to handle other 
food products, he explains. Perhaps 
in fear of stepping on the toes of 
present Canco customers, however, 
he adds that such a move would be 
made “only where no adequate facili- 
ties existed.” 

Whether or not that materializes, 
the new plunge puts American Can 
squarely into the contract packaging 
industry with what amounts to a 
nationwide network. That’s some- 
thing new for this hodgepodge in- 
dustry made up of a couple of hun- 
dred relatively small companies. If 
big manufacturers like Canco con- 
tinue to show interest in the field, 
say trade experts, it could make 
volume spurt ahead. End 


INDUSTRIES 61 





Sudden spurt in life insurance stocks 
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THE MARKETS 


© Business Week 


What sparks rise in 
life insurance stocks 


Investors are rediscovering the merits of this 
relatively obscure stock group, but the big question 
is whether prices have risen too high too fast 


It’s commonplace to talk of life in- 
surance as a growth industry. By 
virtually any measure that stock 
analysts employ, its record of con- 
tinuous growth is spectacular. 

Take just one example: Since 1890, 
life insurance assets have never failed 
to show an increase from year to 
year. They now are over $120-billion. 

Yet for all this growth, life insur- 
ance stocks have never attracted a 
wide public following, despite a 
stock market performance that—at 
times—has outmatched more publi- 
cized and glamorous groups (chart). 
The sophisticated investors who deal 
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in life insurance stocks have made 
some real killings. 

This has been the case over the 
past few months, when the life com- 
panies have outperformed almost 
every major stock group. The life 
stocks made a sharp breakthrough 
out of the comparatively narrow 
trading range where they had been 
stalled for over five years because in- 
vestors finally became convinced that 
the new life insurance tax law— 
passed in 1959 after long debate— 
was not going to hurt the industry 
after all. 

Why obscure? Nevertheless, life 


stocks remain among the most eso- 
teric of investment media. There are 
three main reasons for their relative 
obscurity: 

1. The life insurance industry is 
dominated by mutual companies, 
which are owned by their policy- 
holders, rather than by the stock 
companies whose shares are owned 
by the public. While there are only 
153 mutual life companies—com- 
pared with 1,286 stock companies— 
the mutual companies accounted for 
73% of the industry’s assets, and 61% 
of the $618-billion of life insurance 
in force at yearend 1960. So the stock 
companies compete bitterly for a 
small slice of the pie. 

2. Financial information about 
life insurance companies—particu- 
larly on a life company’s earnings— 
is hard to come by. And when you 
can get earnings figures, they're hard 
to evaluate, and have to be adjusted 
in order to reflect a company’s earn- 
ing power. 

A special committee of the Na- 
tional Federation of Financial 
Analysts Societies made a study of 
life company annual reports last 
year, and came to the conclusion 
“that the annual reports of the life 
insurance industry are the poorest of 
any major industry in the U.S.” 

3. The market for life insurance 
stocks—which is almost entirely over 
the counter—is thin, and the floating 
supply of shares is limited. This 
means that relatively small changes 
in supply or demand can produce big 
changes in price. Then, too, shares 
of many small, speculative life com- 
panies, where much of the trading 
interest is centered today, cannot be 
traded by the major Wall Street 
houses because of a provision in the 
New York insurance law (page 68). 

New interest. But in spite of these 
obstacles, interest in life stocks is 
broadening. Indeed, insurance stock 
traders say that public buying— 
rather than professional buying from 
institutions—has been a big force 
behind the rise in the market for 
life stocks this year. 

Interest was spurred this spring 
by a giant-sized, $45-million second- 
ary sale of shares in Aetna Life, 
Travelers Insurance, and Connecti- 
cut General Life—three of the bluest 
of the life industry blue chips. “For 
the first time,” says an insurance an- 
alyst for a big wire house, “our cus- 
tomers’ men had life stocks to sell in 
quantity. They earned some nice 
commissions, and this whetted their 
appetite for more.” 

The result has been a sharp runup 
in the prices of almost all life stocks. 
The 30 blue-chip life companies in 
Best’s Life Stock Index are up well 
over 60% from their lows late last 
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- year, and many individual life com- 


panies have gone up much more. 
Franklin Life Insurance, one of the 
most popular of the life stocks, is 
up 84% from its price on Dec. 31, 
1960, and is now selling at over 40 
times its “adjusted” 1960 earnings. 
Ralph B. Leonard, who has traded 
life insurance shares since before 
World War I, cautions that the 
market “has gone too far too fast,” 
and that most of the popular life 
stocks may be in for a sharp correc- 
tion. “Earnings have got to catch up 
with the market price,” he says. 


1. Will growth continue? 


From the stockholder’s point of 
view—particularly one who is buy- 
ing life stocks at today’s high price- 
earnings ratios (table, page 64)— 
the important question is whether 
the life companies can maintain 
their growth rate. 

The rate of growth in life com- 
pany assets have been slowing down, 
and, what’s even more important for 
the stock companies, new sales of 
life insurance are concentrated in- 
creasingly in low profit lines of in- 
surance, such as group insurance and 
term insurance. And in 1960, for the 
first time in a decade, there was a 
leveling off in sales of ordinary 
whole life policies, the most profit- 
able item for a life insurance com- 
pany. 

Professionals are divided over the 
growth potential in life company 
earnings. Some say the outlook from 
now on is for a more pedestrian per- 
formance. But David G. Scott, first 
vice-president and actuary of Con- 
tinental Assurance Co., which ranks 
sixth among stock life companies, 
disagrees. 

Optimist. As Scott sees it, future 
gains for the life insurance industry 
will depend on two factors: (1) the 
amount of insurance that the average 
family can buy, and (2) the increase 
in the number of families. 

Scott points out that 90% of the 
life insurance market is between 
the ages of 20 and 64, and that this 
segment of the population increased 
less than 7% in the past decade. But 
during the 1960s, he says, the 20-to- 
64 age group will jump 70%. 

“From the viewpoint of the in- 
crease in the number to whom sales 
can be made,” Scott adds, “we are 
going to be better off in the imme- 
diate future than we have been in 
the immediate past.” Moreover, Scott 
feels, increases in per capita per- 
sonal income will mean more than 
proportionate increases in purchases 
of life insurance, and particularly of 
high-profit whole life policies. 

Mortality breakthrough? But more 
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MEMO TO INDUSTRIALISTS 
RE: WORTH CAROLINA 


Do you want to combine good living with future expan- 
sion sites? Are you thinking of retirement soon? Either 
way you'll want your copy of this pocket size book, 
full of pictures and facts about productive and beautiful 
North Carolina. Sections about people, climate, recrea- 
tion (over 100 golf courses open the year-round), cul- 
tural activities, hunting and fishing. Helps you plan a 
double-purpose vacation: enjoy a delightful vacation 
state, explore it as a site for industry or a place to live. 
Mail coupon now. 





Department of Conservation and Development 
Room 1-24, Raleigh, North Carolina 


Please send free copy of “LIVING” to 








Name. 

Please print name and address 
Street. 
City. State. 


























FINANCIAL ANALYSTS . . . 


READ Business Week more regularly than any other 
leading general-business or news magazine. 


USE Business Week in their work more than three 
times as often as any other leading general-business 
or news magazine. 


PLACE TWICE AS MUCH CONFIDENCE IN Business 
Week as in any other leading general-business or 
news magazine. 

SOURCE: a 1960 survey of financial analysts listed in 


the 1961 Directory of the National Federation of 
Financial Analysts Societies by Crossley, S-D Surveys, Inc. 
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Current 
price/ 
earnings 
Company ratio 
Oma bite. as ok 18.5 
American Nat'l. ...... 24.3 
Business Men’s Assur,. { 30.3° 
Commonwealth Life .. ; 20.0 
Connecticut Gen’! .... - 30.0 
Continental Assurance, 51.8°* 
Franklin Life ..... er 1 40.4 * 
CRUE | oo... oc cic cies 15.6 
Jefferson Standard ... ‘ 18.4 
Kansas City Life ..... 2 15.9 
Life & Casualty (Tenn.) 16.0 
Life Ins. Co. of Va... .. ‘ 16.1 
Lincoln Matl .......; 21.5 
Monumental Life __ , , § 13.4* 
Nat’! Life & Accident . . 1 ) 21.2 
Travelers Ins. ....... l 20.2 
JE ates er 46.2"** 


“Excluding a 25% stock dividend 

**Excluding a 50% stock dividend 

***Excluding a 20% stock dividend 
Data: Kidder. Peabody & Co. © Business Week 


important to life company earnings 
than the volume of business is mor- 
tality experience, and here life stock 
analysts think there’s a chance for a 
real breakthrough. 

For example, when Continental 
Assurance calculates the premium 
on so-called nonparticipating whole 
life policies (which in contrast to 
participating policies do not share in 
the company’s profits), it assumes a 
1% annual decline in the death rate. 
Success in cancer or heart disease re- 
search, Scott predicts, could mean a 
20% improvement in mortality, with 
a consequent boost to earnings. 


ll. How to figure earnings 


Granting that the life companies 
can solve their problems, earnings 
ought to go up. But by how much, 
and how will you find out when it 
happens? 

For instance, last year Connecticut 
General Life reported “earnings’— 
including stockholder dividends, ad- 
ditions to contingency funds, and 
additions to surplus—of about $13.2- 
million, equal to $5.49 on the 2.4- 
million shares it now has outstand- 
ing. On the other hand, Robert 
Chaut of Kidder, Peabody & Co. 
thinks that Connecticut General's 
“true” earnings amount to $9.27 a 
share. First Boston Corp., applying 
a slightly different set of adjust- 
ments, comes out with $9.20 a share, 
while Shelby Cullom Davis & Co., 
a leading insurance stock dealer, has 
still another figure. 

Bookkeeping. You can understand 
why these differences arise when 
you look at the way the life com- 
panies keep their books. 
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In the year in which a life in- 
surance policy is written the life 
companies charge off a whole list 
of items as current expenses—in- 
creased reserves required by law, 
commissions, overhead, cost of medi- 
cal investigation, plus other special 
costs. In the first year, obviously, the 
costs of putting a policy on the books 
will exceed the premiums col- 
lected. 

These expenses amount to a sub- 
stantial initial investment on the 
part of the life company, but the 
potential value of the policy to the 
company doesn’t show up on the 
books. In fact, a rapidly expanding 
company, which is writing big 
chunks of new insurance, is apt to 
show a decrease in reported earn- 
ings, in spite of the increase in its 
future earning power. 

Adjustment. To make up for this, 
life insurance analysts generally ad- 
just a life company’s earnings to re- 
flect its equity in the new business 
that it has written during a given 
year. First Boston has what it thinks 
of as a relatively simple formula. It 
adds $15 to a life company’s net 
earnings for every $1,000 that it 
adds to its ordinary insurance in 
force during the year; $5 per $1,000 
for group insurance; and in the case 
of industrial insurance, 50% of the 
year's increase in net premiums over 
the previous year’s net premiums. 

Deficiency reserves. But this isn’t 
all. Most life insurance companies 
are required by state regulatory 
authorities to set up so-called “de- 
ficiency reserves.” These reserves 
represent the difference between cur- 
rent mortality experience—on which 
premiums on nonparticipating poli- 
cies are based—and the out-of-date 
tables that are used as the legal 
standard in most states. In other 
words, as far as the state regulatory 
authorities are concerned, the life 
companies arent charging enough 
‘Nn premiums. 

However, as First Boston points 
ont, “current mortality experience in- 
clicates that, as these policies run off, 
these deficiency reserves will prove 
to have been redundant and will be 
‘estored to earnings.” So First Boston 
simply adds such reserves back in 
order to get its estimate of earning 
power. 

But whether earnings are adjusted 
or unadjusted, the fact remains that 
there’s plenty of risk in purchasing 
life pl. x at their current high price- 
earnings ratios. As in any _ stock 
group, there are still bargains 
around, particularly among the 
small, off-beat companies. But it’s no 
longer possible—as it was just six 
months ago—to make a killing by 
buying blind. End 
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Solution: New Mosler System/Mated Files 


Save time, space... boost efficiency with fewer people. Whether you 
have 2,500 cards or 850,000, Mosler has a file that fits your needs. 


Revo-File—2,500 to 6,000 cards. Spins to the card you want in 3 seconds. 
Double-Drum Revo-File has double capacity in a single mobile cabinei. 


Both units hold cards unattached. Drop in your present cards (no need to 
make new ones); lift them out! 


Selectronic File by Mosler gives the operator fingertip control over 
850,000 cards. Send coupon on facing page, for more information on 
Mosler System/Mated equipment. THE MOSLER SAFE COMPANY 
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revolution 


It started here 5 years ago— the revolution that 
reshaped the world of electronics manufacturing. 


Hughes was in the midst of a staggering electronics 
manufacturing assignment. Hughes had to mass- 
produce the most complex kind of electronic brain 
yet conceived—with literally thousands of minia- 
ture parts and delicate connections. 


Yet, these brains had to be built to the highest 
standards of reliability, tight schedules had to be 
met and costs held down. 


These challenges urged Hughes engineers to bold 
immediate solutions. First was the adoption of 
advanced computer techniques for production and 
inventory control. 


This marked a major forward step — purchasing 
and inventory became virtually “exact sciences.” 
Each was integrated into the needs of production. 
Costs tumbled. Engineering changes could easily 
be made. And over-all efficiency soared. 


Second was the development of the Videosonic 
system. Here, pictures and recorded voice instruc- 
tions guide workers through each step of assembly. 
With the Videosonic system, an untrained house- 
wife can practically train herself. In days she is 
competent to begin building complex electronics 
assemblies that took engineers months to design. 


From this basic idea of “controlling the flow of 
materials through men and machines” have come 
numerous other improvements, too. 


Hughes-initiated quality controls are now widely 
copied in the industry, and cost improvement pro- 
grams saved Hughes customers over $6.5 million 
last year. 


Electronics is our business — Hughes’ capability in 
electronics manufacturing is matched by its ability 
in creating new and more advanced systems and 
components. This combination of creativity, reli- 
ability, and productivity is available to you. We 
welcome your inquiry. 





Videosonic Assembly Techniques represent the most important 
development in line flow since the standard assembly track. 
This Hughes device regularizes flow, maintains reliability and 
quality, reduces worker fatigue. 


HUGHES 
Advanced Electronics Manufacturing 
El Segundo, California 


Creating a new world with ELECTRONICS 
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This announcement is neither an offer to sell nor a solicitation of an offer to buy any 
of these Debentures. The offer is made only by the Prospectus. 





$200, 000. 00 
Shell Oil Company 


43% Sinking Fund Debentures Due 1986 


Dated August 1, 1961 Due August 1, 1986 


Interest payable February 1 and A.wgust 1 in New York City 


Price 99*4% and accrued interest 


Copies of the Prospectus may be obtained in any State from only such 
of the undersigned as may legally offer these Debentures 
in compliance with the securities laws of such State. 


MORGAN STANLEY & CO. 
THE FIRST BOSTON CORPORATION 
DOMINICK & DOMINICK 
GLORE, FORGAN & CO. 
HARRIMAN RIPLEY & CO. 
LAZARD FRERES & CO. 
MERRILL LYNCH, PIERCE, FENNER & SMITH 
STONE & WEBSTER SECURITIES CORPORATION 

DEAN WITTER & CO. 


KUHN, LOEB & CO. 
BLYTH & CO., INC. 
EASTMAN DILLON, UNION SECURITIES & CO. 
GOLDMAN, SACHS & CO. 
KIDDER, PEABODY & CO. 
LEHMAN BROTHERS 
SMITH, BARNEY & CO. 

WHITE, WELD & CO. 

July 19, 1961. 



































This announcement is neither an offer to sell nor a solicitation of an offer to buy these 
securities. The offer is made only by the Prospectus. 


435,000 Shares* 


American Photocopy Equipment 
Company 


Common Shares 


(No Par Value) 


Price $33.25 per Share 


*50,000 of these shares are being offered for the account of the 
Company and 385,000 shares for the accounts of Selling Stockholders. 


Copies of the Prospectus may be obtained in any State only from such of the 
several Underwriters, including the undersigned, as may 
lawfully offer the securities in such State. 


Lehman Brothers 
Blyth & Co., Inc. Eastman Dillon, Union Securities & Co. 
Goldman,Sachs&Co. Kidder,Peabody&Co. LazardFréres& Co. 
Carl M. Loeb, Rhoades & Co. Paine, Webber, Jackson & Curtis 
Stone & Webster Securities Corporation 


A. G. Becker & Co. 


Incorporated 


Paribas Corporation 


Dean Witter & Co. 


July 19, 1961. 
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Wall St. talks... 


about customers’ men, 
““centennial”’ funds, 
“truth in lending’”’ bill 


The Securities & Exchange Commis- 
sion plans a more careful check of 
customers’ men. In the past, it has 
required information on the back- 
ground only of partners or officers 
of investment houses. Now it plans 
to extend its coverage to all securi- 
ties salesmen, and it has asked se- 
curities houses if they have any 
objections. 


Internal Revenue Service officials 
deny rumors of a switch in the ruling 
on swaps of corporate securities for 
fund shares of the new “centennial” 
funds (BW—Oct.1,’60,p125). IRS 
now permits postponement of capi- 
tal gains taxes until shares of the 
fund are sold. The rumor evidently 
arose because SEC is growing more 
concerned about the growth of cen- 
tennial funds. It has invited a group 
to meet next week to discuss meth- 
ods of handling the eventual sale of 
swapped corporate shares that 
haven't yet been registered with 
SEC. 


Bankers are taking more than rou- 
tine interest in the decision of the 
National Assn. of Mutual Savings 

Banks to support Sen. Paul H. Doug- 
las’ “truth in lending” bill. They 
think it may foreshadow a “deal” 
between Douglas and the NAMSB 
—in return for support of “truth in 
lending,” Douglas may line up 
against moves in Congress to in- 
crease sharply taxation for mutual 
savings banks and savings and loan 
associations. Douglas’ office says 
only that “the senator has taken 
no position as yet.” 


Life insurance companies are bid- 
ding for private placements of pre- 
ferred stock. Their aim: the 
virtually tax-exempt yield a corpo- 
ration gets on a_ preferred—the 
maximum tax rate on intercorporate 
dividends is only 7.5%. To get the 
tax benefit, some life companies say 
they're willing to accept less than 
current market yields for compara- 
ble preferreds. This sweetener may 
be necessary in view of the fact 
that preferred dividends—unlike 
interest on bonds—are not tax- 
deductible. 
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In the markets 


Decision to boost defense spending 
touches off feverish stock buying wave 


Pres. Kennedy’s decision to step up defense spending 
brought buyers into the stock market with a rush this 
week. The demand began even before he announced 
the Administration’s new program, but the public held 
back until Wednesday. Then, they began a feverish 
bidding up of prices, particularly of defense stocks, but 
also of such cyclical issues as steels, autos. In fact, 
buying seemed somewhat indiscriminate, and the Dow- 
Jones Industrial index climbed to the 695 level, leading 
many analysts to believe that a fresh assault on the old 
high of 710 will soon take place. 

The across-the-board demand for stocks made clear 
that investors felt that the Administration’s programs 
would be inflationary. A new wave of expansion now 
seems in the making, and while Wall Street is worried 
that higher taxes may have to be imposed, it was 
buoyed by the fact that Kennedy made no immediate 
recommendation for increasing revenues. 

While the long-awaited summer rally may now be 
getting under way in earnest, it is doubtful that the 
upward thrust can be maintained at the rate of the 
last few days. Many investors who bought in at the 
700 level may be inclined to take profits, and there is 
likely to be a good deal of further switching—to the 
defense and cyclical industries—as the impact of the 
new program makes itself felt. For example, analysts 
are now taking a fresh look at some of the raw material 
companies—lead and zinc, copper—and are inclined 
to favor them against some of the consumer goods 
stocks that have done so well in the past few years. 

The big question is whether the new defense program 
spells higher corporate profits. Many institutional in- 
vestment managers tend to shy from defense issues 
because of their erratic earnings records. And they will 
leave the field to the speculators if there is no assur- 
ance that the defense group can boost its earnings 
over the long run. 


In the bond market the prospect of higher federal 
spending and bigger federal deficits knocked the market 
back on its heels. Long-term Treasury bonds slipped 
more than half a point, and corporate and municipal 
bonds also declined in sympathy. The money market 
was affected as well—Treasury bill and commercial 
paper rates moved upward, with prices suffering cor- 
respondingly. 


Prospect of a rise in price of silver 
gives a boost to producers’ stocks 


Share prices of silver companies moved close to their 
1961 highs this week as analysts talked of an early price 
increase. Silver now sells at 91.375¢ an oz., and pro- 
ducers believe the dwindling supply of the metal— 
which industry is consuming in greater quantities than 
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ever before—will force a price hike to stimulate new 
production. 

Sunshine Mining Co., the largest U.S. producer, ad- 
vanced to $11 per share on the New York Stock Ex- 
change, a new 1961 high. Hecla Mining Co., which 
produces some silver and owns interests in other silver 
mines, rose to $13.87, just a bit off its high; its 1961 low: 
$9.25. United Keno Hill Mines, Ltd., a big Canadian 
producer, also traded close to its $10.75 high. Stock 
analysts believe that a boost in silver’s price to, say, 
$1.10, could substantially increase earnings of these 
companies, whose growth has been static. 

However, Handy & Harman, leading processor of the 
metal, has its doubts about how stiff the price increase 
will be. According to the company, “It’s well known that 
consumption has exceeded production for the past sev- 
eral years, but these statistics don’t tell the whole story. 
There have always been secondary sources of silver— 
right now the Treasury is a source—and there will be 
no critical shortage of the metal.” 

Until 1959, the Treasury regularly bought more silver 
than it sold. (Under an amendment to the Silver Pur- 
chase Act of 1959, it stands ready to purchase at 90.5¢ 
per oz., to sell at a slightly higher price.) But since the 
beginning of 1960, the Treasury’s holdings have dropped 
from 175-million oz. to about 80-million oz., and it 
shows no signs of curtailing its sales to industry. In 
time, however, its cupboard will be bare, says Handy & 
Harman, and the price will have to be raised to meet 
that eventuality. 


Investors cite New York insurance law in suit 
that may seriously affect life stock trading 


Over-the-counter trading in insurance stocks (page 62) 
may be affected by an obscure lawsuit pending in New 
York State Supreme Court. Hill, Darlington & Grimm, 
a member firm of the New York Stock Exchange, has 
been sued by three investors for $58,000, which repre- 
sents their purchase price for 5,400 shares of Colorado 
Credit Life, Inc. The stock, originally purchased at 
1034, now is quoted at about $1. 

The amount of money involved isn’t large, but the 
issue is important. Here’s why: 

New York State’s insurance law prohibits “sales to 
the public” of securities of any insurance company not 
licensed to do business in the state in the absence of 
special permission from the State Superintendent of 
Insurance. But this law, in effect since 1940, has never 
been enforced. Shares of hundreds of insurance com- 
panies not licensed in New York—from small outfits 
like Colorado Credit Life to well-established compa- 
nies such as Franklin Life Insurance—regularly trade 
over the counter on Wall Street. 

Clearly, if the plaintiffs are able to collect from Hill, 
Darlington & Grimm, this will pave the way for a rash 
of lawsuits. Any New York State resident who ever lost 
money on stock of an unlicensed insurance company 
would be able to sue to recover his losses. 
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Cost of living: What's happening to it 














Total 

cost of 
1947-49-100 living Food Clothing Housing 
Total Rent only 
June, 1953 114.5 113.7 104.6 117.4 123.3 
June, 1954 115.1 113.8 104.2 118.9 128.3 
June, 1955 114.4 111.3 103.2 119.7 130.4 
June. 1956 116.2 113.2 104.8 121.4 132.5 
June, 1957 120.2 116.2 106.6 125.5 135.0 
June, 1958 123.7 121.6 106.7 127.8 137.7 
June, 1959 124.5 118.9 107.3 128.9 139.5 
ne, 1960 126.5 120.3 108.9 131.3 141.6 
July 126.6 120.6 109.1 131.3 141.8 
August 126.6 120.1 109.3 131.5 141.9 
Sentember 12€.8 120.2 110.6 132.0 142.1 
October 127.3 120.9 111.0 132.2 142.5 
November 127.4 121.1 110.7 132.1 142.7 
December 127.5 121.4 110.6 132.3 142.8 
January, 1961 127.4 121.3 109.4 132.3 142.9 
February 127.5 121.4 109.6 132.4 143.1 
March 127.5 121.2 109.8 132.5 143.1 
April 127.5 121.2 109.5 132.3 143.3 
May 127.4 120.7 109.6 132.2 143.4 
June, 1961 127.6 120.9 109.6 132.4 143.5 


— 


Data: Dept. of Labor, Bureau of Statistics © Business Week 
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Index holds firm at record high, 


while factory wages also hit peak 


Consumer prices and factory wages rose to record 
levels in June, and there are prospects for further gains 
in July, according to the Bureau of Labor Statistics. 
A two-tenths of a point rise in the Consumer Price 
Index—due mainly to increased costs of transporta- 
tion—pushed the index to 127.6% of average 1947-49 
prices (table). 

BLS Commissioner Ewan Clague predicted that sea- 
sonal food prices might push the CPI slightly higher in 
July. But he noted that there have been “negligible 
changes” since last October, and he said that the “pat- 
tern of stability” is likely to continue through next 
October, at least. 

Net spendable earnings for factory workers with three 
dependents averaged $83.74 a week in June, up $1.30, 
and averaged $76.12 for the worker with no dependents. 
Average gross earnings (before taxes) were $94.24 a 
week. 

Only 100,000 workers are under contracts with esca- 
lator clauses that call for adjustments based on a June 
CPI figure. Most, in aircraft and missile employment, 
will receive no raise because of the relative steadiness 
of the index. Some 9,500 in construction and transpor- 
tation equipment fields will get a penny an hour more. 


Lost time at missile bases is cut 

to only 1% of a bad month a year ago 
Significant progress is being made toward minimizing 
lost time due to labor disputes on missile and space 


bases, according to Labor Secy. Arthur J. Goldberg. 
In June, bases reported 312 man-days of work lost, 
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compared with 26,217 man-days in the same month a 
year ago. 

The 1960 figure was for a particularly bad month, 
but lost time ran high throughout the year and into 
1961. Goldberg said the reduction to 1% of the 1960 
loss for June was a result of more labor cooperation 
and the Administration’s new missile labor peace pro- 
gram. 

More than half the unionists on payrolls of Atlantic 
missile ranges (5,000 of a total 8,000) have signed no- 
strike pledges, and 20 local dispute-settling panels are 
now at work. 

Meanwhile, the top-level Missile Sites Labor Com- 
mission named by Pres. Kennedy in May (BW—May13 
’61,p121) handed down its first decision last week, to 
resolve jurisdictional differences between the Interna- 
tional Union of Operating Engineers and the Interna- 
tional Union of Electrical Workers at a base in Ros- 
well, N. M. 

The commission ruled that the unions must share 
work (not necessarily on an equal basis) and clarified 
the jobs to be handled by each union. 





House kills NLRB reorganization plan 
that would have delegated authority 


“The Administration just didn’t bother to count noses,” 
was the complaint last week of a Congressional sup- 
porter of Pres. Kennedy’s proposal for reorganizing the 
National Labor Relations Board. The House voted 231 
to 179 against the plan, which would have authorized 
NLRB field examiners to decide unfair labor practice 
cases, subject to review by the five-man board. 

Union officials backed the proposal as a step toward 
faster handling of NLRB cases. Management groups 
objected to giving decision-making authority to the 
board’s regional staff. 

The reorganization plan would have gone into effect 
this month by Presidential order if neither House nor 
Senate had acted against it. But Southern Democrats 
and Republicans in the House united to kill it. 


Wage increases so far narrower 
than a year ago, survey shows 


Wage increases during the first half of this year lagged 
behind those for the same period of 1960, according to 
the Bureau of National Affairs, Inc., a private reporting 
service. BNA’s six-month figures show an over-all 
median of 8.3¢ an hour for negotiated gains in 1961, 
compared with 9.2¢ an hour for January through June, 
1960. 

The customary spring pickup in the size of nego- 
tiated increases did not materialize this year, BNA 
reported. This accounts for the fact that wage gains are 
now running well behind those of 1960—almost a penny 
an hour less. 
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In Detroit: more sound than fury 


Auto talks are still in a preliminary stage, with salvos 
being fired mainly for publicity. Behind the 
smokescreen, both sides are repurtedly willing to bend 


After nearly a month of discussions, 
and with only another month left 
before Big Three contracts expire 
Aug. 31, Detroit auto negotiations 
are still in a preliminary stage. There 
is sound—and a show of fury. Most 
of it is for publicity purposes. 

By every indication, the parties 
are bargaining now more for public 
support than toward an agreement. 

Behind the closed doors of ne- 
gotiating rooms, bargaining commit- 
tees on both sides of the tables are 
reported much less harsh than their 
press releases would _ indicate. 
Neither the United Auto Workers 
nor auto management appears inflex- 
ible. Both sides are so concerned 
about the chance of some kind of 
government intervention if there’s 
a labor showdown that less and less 
talk is being heard about a walkout. 

Down to the wire. The prospect 
for August is an intense effort to 
boil union demands down to wage 
and fringe figures palatable to the 
companies. Much will have to be 
accomplished in relatively little time. 
This isn’t unusual for the auto ne- 
gotiators; bargaining usually does 
go down to the wire. 

This effort may be complicated 
by American Motors Corp., which 
resumed bargaining with UAW this 
week after a three-week adjourn- 
ment. Early this month, AMC re- 
fused to join Big Three companies 
in so-called “parallel” bargaining 
with UAW. Instead, American Mo- 
tors laid some unique proposals be- 
fore the union. 

Romney vs. Reuther. These may 
take the play from the Big Three as 
AMC Pres. George Romney’s “fresh 
new approach” to bargaining clashes 
with Reuther’s “bold new approach.” 
The biggest surprise in AMC’s pack- 
age is a proposal for a continuing 
company-union conference to study 
“problems affecting the employee re- 
lationship and for effective commu- 
nication between the leadership of 
the corporation and of the union. 
Reuther has been seeking such a 
conference for many years. 

But there’s little doubt now that 
the main theoretical arguments that 
could have broad effects on collec- 
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tive bargaining over the next few 
years are taking place at the Big 
Three. The central theme is inflation. 

What UAW wants. Although the 
UAW demands in many areas are 
not yet specific, especially its pro- 
posed methods of reducing working 
time to increase the job security of 
some 525,000 auto workers, the 
wage demands are specific enough. 

The UAW wants to boost the an- 
nual improvement factor (annual 
raise) from the 2.5% figure set in 
1955 to 3.4% of annual wages. The 
union claims that productivity is 
increasing by 3.4% a year and that 
the 2.5% figure is outdated. A 3.4% 
annual boost would amount to a 
minimum raise of about 8¢ an hour; 
the present contract is for 6¢ up. 

The UAW also demands the con- 
tinuation of cost-of-living escalator 
clauses, which could add a few more 
pennies to pay, year to year, and 
calls for incorporating today’s 17¢ 
c-of-] “float” in base wages. The 17¢ 
in c-of-] raises has accrued since 
1958, when 15¢ in c-of-] adjustments 
were included in base wages. Al- 
though the change wouldn’t increase 
the money in pay envelopes, several 
fringe benefits are computed on base 
wages and would rise. 

In fringe areas, the union demands 
that the companies pay the full pre- 
miums for health insurance, not only 
for active workers who now pay 
half the costs but also for retirees 
who now pay their full costs for 
continuing coverage. General Motors 
Corp. says this would cost $86-mil- 
lion a year. GM paid $29.2-million 
last year for its hourly workers’ 
health insurance programs. 

Company views. No matter how 
insistently the union claims it wants 
only increased job security for work- 
ers, the companies from the first day 
of negotiations have viewed Walter 
Reuther’s program as one for “more 
pay for fewer hours with less work 
per hour.” 

At GM, Louis G. Seaton, vice pres- 
ident, personnel, said the union's de- 
mands now add up to “the most ex- 
pensive economic package submitted 
to us in the 25 years of our bargain- 
ing relationship with the UAW.” 


At Ford Motor Co., Malcolm L. 
Denise, vice president, labor rela- 
tions, estimated that wage and 
fringe increases asked by the union 
would cost $500-million, or $1 an 
hour, over the two-year contract 
period demanded by UAW. 

The UAW, of course, disputed 
these figures, claiming it was too 
early to set a price on demands. For 
a while last week, the most heated 
debates of this year’s bargaining took 
place on this issue at Ford. UAW 
charged that Ford was hiding behind 
a “phony inflationary smokescreen” 
and promised it would renew the old 
issue of auto industry pricing to 
prove that the companies can cut 
profits, executive bonuses, and prices 
—and still give UAW what it asks. 

Bending indicated. For all the 
heated exchanges, mostly for the 
sake of publicity, actual negotiations 
give the impression there will be 
some bending on both sides, and hint 
that the companies fully expect to 
sign contracts that will provide the 
traditional “more” in wages and 
fringes for UAW members. 

If negotiators are going to meet 
the Aug. 31 deadline, though, bar- 
gaining on the central economic is- 
sues will have to start in not much 
more than two or three weeks. So 
far, noneconomic issues have re- 
ceived most attention. 

What will happen when economic 
issues come under discussion de- 
pends largely on whether the com- 
panies really will press for elimina- 
tion of the c-of-] and improvement 
factor clauses. Ford and Chrysler 
Corp. certainly want to do away 
with these clauses. GM, which orig- 
inated both clauses in 1948, is talking 
as though it considers them at least 
negotiable. 

Another big issue is shaping up at 
Ford. The company, in an eight- 
point proposal presented to the 
union late last week, said that some 
3,000 workers in its River Rouge 
steel plant are making 73¢ an hour 
more than the average for steelwork- 
ers in the steel industry and de- 
manded a cut. UAW says Ford steel- 
workers are making less than the 
steel industry average. End 
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Spark Plug Shells: 86° Faster 


In a mere five-second sequence, machining requirements are trimmed 95%. 
Material waste is practically eliminated. Spark plug shells are extruded 
from cold steel. 

New on the American scene, this is precision cold extrusion. Steel is fed 
into multiple stage extruding equipment. It is sheared into close tolerance 
slugs. Slugs collide with precision dies. More collisions and progressive 
deformation. The slug becomes a part. 

Republic, largest supplier of steel for cold extrusion, can produce these 
steels at any of its bar mills. More cold extrusion experience promises 
time and money saved. Read the special report on the opposite page. For 
or additional information, call or write: Republic Steel Corporation, Dept. 
(sta g what ed BW-2210, 1441 Republic Building, Cleveland 1, Ohio. 
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Trial, Error, and 30° Savings 


Precision cold extrusion is 
slashing steel waste, 
producing steel parts faster, 
but you need more than steel 


Chief Metallurgist Bill Rodgers 
(right), Republic Steel Corporation, 
helps people produce three steel 
parts for the price of two. It’s being 
done, by a growing number of 
Republic customers, and a process 
called cold extrusion. 

With one of the largest field metal- 
lurgical staffs in the industry, 
Rodgers and Republic are helping 
customers make the cold extrusion 
process work. It isn’t easy. You 
need a feasible part design, adequate 
production run, the right steel, ex- 
trusion dies that can deform cold 
steel without destroying it, and 
proper lubrication to assure uniform 
movement. Despite progress, trial- 
and-error is the rule rather than 
the exception in determining final 
die designs and material specifica- 
tions. 


Impact of cold extrusion—““Whether 
or not the public hears of cold ex- 
trusion, they’re going to feel it,” 
says Rodgers. “Here is a process 
that can cut the cost of steel parts 
by 30-50%. It’s especially suited to 
big production runs—parts produced 
in the tens or hundreds of thousands. 
Potential savings are fantastic.” 

The nation’s largest supplier of 
steels for precision cold extrusion, 
Republic is involved in two out of 
every four parts produced by this 
new method. This experience is 
utilized to its full advantage by 
customers. As for steel, Republic has 
built new facilities (the $20 million 
Chicago 11” bar mill, for example), 
and modernized existing facilities 
such as the Canton 8” mill, to supply 
the products needed. 


The process—According to Rodgers, 
extrusion dies are designed to con- 
fine and direct the deformation of 
steel under severe pressure. Com- 
pleted or nearly completed parts are 
produced in one operation. Ma- 
chining requirements are always 
reduced, often eliminated. 


Five great economies — 

. . . Faster production. Steel can be 
extruded or deformed faster than 
it can be cut or milled. 

... Less handling. Steel for cold 
extrusion normally enters produc- 
tion equipment in the form of coils 
and bars, leaves as a finished or 
nearly finished part. 





. . . Less material waste. One spark 
plug shell manufacturer has re- 
duced steel waste by 95%. 

. . . Less machining. The cold ex- 
trusion process reduces or eliminates 
machining. Tolerances and surfaces 
are excellent. 

. . . Stronger parts. Cold extrusion 
assures more uniform flow lines of 
the grains. As the process is a form 
of cold work, physical properties of 
the steel are increased. 


What kind of steel—‘‘Primary re- 
quirement is that steel be properly 
conditioned and in suitable tempers,” 
says Rodgers. ‘‘Chemistries depend 
on the physical requirements of the 
completed part and on the capabili- 
ties of the cold extrusion equipment. 
We work with the customer and his 
equipment supplier in determining 
the best steel, proper thermal treat- 
ment, and design considerations.” 
According to Rodgers, proper an- 
nealing is especially important in 
cold extrusion. Annealing increases 
the malleability, uniformity, and 
internal quality of steel. Because of 
this, Republic has installed new 
atmosphere controlled, continuous 
annealing furnaces in the Chicago 
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11” bar mill. Steels are supplied in 
coils, cut lengths, and occasionally in 
blanks. Steel is usually cold drawn 
to control weight and cross section.” 


Role of tool and design engineers — 
—Parts are normally redesigned to 
suit or simplify the cold extrusion 
process. It is the tool and die engi- 
neers or the design engineers, accord- 
ing to Rodgers, who most often spot 
the potential application. With the 
help of equipment manufacturers 
and the steel supplier, these men 
determine precise section changes, 
required extrusions, and suitable 
steel chemistries. It remains for the 
tool and die engineer to design and 
produce the most important ingre- 
dient of all—the cold extrusion dies. 


More than steel—‘“‘We produce steel 
for cold extrusion at any of our 
bar mills,” says Rodgers, “and 
we offer the technical assistance. 
Republic is supplying steel used in 
the cold extrusion of spark plug 
shells, piston pins, gears, shafts, uni- 
versal yokes, valve lifters and caps, 
pivot nuts, missile components, mil- 
itary gun barrels, and many other 
parts. We do our best to save the 
customer time and money.” 
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When a plant closes 


Auto workers 
learn new skills 


Chester’s retraining project is helping 


workers idled by Ford shutdown 


catch on to skills needed by local industries 


When the Ford Motor Co. closed its 
assembly plant in Chester, Pa., last 
March, the future looked bleak for 
the plant’s 1,243 hourly production 
workers. Today, as a result of civic, 
industry, union, state, and city co- 
operation, many are being retrained 
in skills needed by the area’s indus- 
tries (pictures). 

Most of the men laid off by the 
plant shutdown were semi-skilled 
and middle-aged. As such, they faced 
the problem of finding jobs in an in- 
creasingly complex industrial world 
that snatches up men with skills and 
shuns those without them. 

Few transfers. Ford gave its 
Chester workers the opportunity to 
transfer to its plant in Mahwah, N. J., 
a newer unit that took over the 
Chester plant’s assembly production. 
But because the workers were deeply 
rooted in the community—80% own 
their own homes—and because liv- 
ing costs are higher in the Mahwah 
area, virtually all chose to stay in 
Chester and take their chances. 
Others chose early retirement. 

Thus, the majority of Ford’s 
Chester workers were added to the 
rolls of the unemployed—already in 
surplus supply in Chester. 

But the outlook isn’t nearly so 
grim as it might have been. Many 
of the Ford workers are looking 
forward to regular jobs again once 
they have acquired new skills as a 
result of the community programs. 
They have been learning drafting, 
electrical construction, welding, auto 
mechanics, and machine work. After 
300 hours of instruction and shop 
work, they will be qualified for new 
jobs in fields far removed from auto 
assembly lines. During their free re- 
training, they continue to receive 
full unemployment compensation 
from the state. 

Joint program. The classes are 
held in two buildings of the Chester 
school district five days a week from 
8 a.m. to 2:30 p.m. Use of the build- 
ings is the town’s contribution. The 
state is putting up $21,000 for teach- 
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Shutdown of Ford assembly plant in Chester, Pa., in March 


ers salaries and equipment under a 
1957 code providing for state sup- 
port for training the unemployed. 

Industry is also contributing to 
the program. The Vertol Div. of 
Boeing Co., Baldt Anchor Chain & 
Forge Div. of Boston Metals Co., 
and Sun Shipbuilding & Dry Dock 
Corp. have supplied machinery and 
materials—some on loan, some as 
gifts. 

Businessmen and United Auto 
Workers officials worked closely with 
Aloysius O'Donnell, head of the state 
employment service's Chester office, 
and Charles F. Zinn, director of the 
Chester vocational education depart- 
ment, in setting up guide lines for 
the retraining program. They deter- 
mined what skills the area needs, job 
potentialities for those skills, requi- 
sites for developing them. 

Area’s job needs. The training 
categories they came up with are 
all needed, in varying degrees, by 
most of the area’s big employers. 
Sun Shipbuilding and Baldwin- 
Lima-Hamilton Corp. employ weld- 
ers. Graduates of the aircraft metal 
fabricating classes are likely to find 
jobs in any of the helicopter com- 
panies located near Chester—Vertol, 
Piasecki Aircraft Corp., Kellett Air- 
craft Corp.—or in the numerous 
small sheet metal shops in the area. 
There’s such a need in this field that 
the fabrication classes probably will 
continue. So will the machine shop 
and drafting classes. Evening classes 
are also under consideration. 

Reynolds Metals Co., which 
bought the Ford plant, was also in 
the planners’ minds. When the com- 
pany has finished converting the 34- 
year-old plant at the end of the year, 
it will employ initially about 200 
workers in the manufacture of cop- 
per and aluminum insulated wire 
and cable. The skills learned in the 
retraining program should aid some 
of the Ford men in getting jobs with 
Reynolds. 

Getting the project started. The 
Chester plan was mapped in the 


meant joblessness for most of 1,243 production workers. 


unlikely setting of a swank yacht 
club. Several key people in touch 
with the Ford situation had testi- 
fied Mar. 2 at a special hearing in 
Chester of the U.S. Senate subcom- 
mittee on employment and man- 
power. Afterwards, they gathered 
for luncheon at the Corinthian Yacht 
Club as the guests of John G. Pew, 
Jr., vice-president of Sun Shipbuild- 
ing. It was William L. Batt, Jr., then 
Pennsylvania Secretary of Labor & 
Industry and now head of the fed- 
eral government's area redevelop- 
ment program, who first suggested 
a retraining plan. He asked Pew to 
head a committee to look into the 
possibilities. 

The outcome was a survey to see 
if the Ford workers wanted to be 
retrained and in what skills, and 
whether they would come to the 
vocational center for preliminary 
tests to see if they had the aptitudes 
to learn such skills and for the 
classes. 

The survey indicated that ap- 
proximately 597 workers were in- 
terested in retraining. But by the 
time tests were given, many had 
taken other jobs or gone to the 
Mahwah plant. 

Old problem. The tests revealed 
a pattern that has posed problems 
for almost every retraining attempt 
to date. Half the men tested either 
didn’t have aptitudes for the par- 
ticular skills to be taught or were 
considered incapable of retraining. 
The state employment service is now 
considering a program for these men, 
exploring employment possibilities 
in less skilled fields. These may be 
service jobs. 

Both groups—the workers now 
undergoing training and the others 
who may receive training in less 
demanding specialties later on—are 
described by O'Donnell as good 
employment risks. “They’re good, 
steady workers, who have estab- 
lished good work patterns,” he said. 
“They will bring many attributes to 
a new job.” 
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Harry Murphy, 47, worked on Ford 
assembly line for 23 years. Now he is 
learning to be a machinist. 
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Charles Dessauer, 53, spent 26 years 
as a utility trim man. He hopes to get 
draftsman’s job “if I’m not too old.” 


Stewart Roane, 45, was on trim line 
for 17 years. He is learning welding, 
hopes to work in Chester area. 
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“DON'T FORGET... 
to empty the ice box pan” 


Did you ever forget? If you did, a sopping wet floor made 
remembering easier the next time. 


But even when home food storage was built around a 
wooden ice box, Frick was already pioneering in 
industrial refrigeration. It was the kind of pioneering 
that helped make today’s frozen food industry possible. 
























€> FRICK COLD STORAGE PROGRESS 


A custom-engineered Frick Refrigeration System was specified 
for the bonded meat storage plant of the Southwestern Cold 
Storage Company, El Paso, Texas. Up to 60,000 pounds of fresh 
meat daily can be handled by the blast freezer and storage 
rooms. Four large Frick finned-tube air cooling units are 
required. This El Paso plant is another example of Frick 

special application engineering that has been a quality 

symbol for more than a century. 


FRICK COMPANY, Waynesboro, Pennsylvania 


FRICK OF CANADA, Ltd., 2085 City Councillors St., Montreal, Quebec 


A proud past . . . a progressive future q ERICK 
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Cape Cod makes 
summer 
vacation news 


Where to do 
your exploring 


Some top 
summer hotels 


Guide to dining 
and antiquing 


Personal business Bill 


The Hyannis Port dateline on stories about Pres. Kennedy and his family 
has brought new nationwide attention to Massachusetts’ Cape Cod—and 
has contributed to a good deal of crowding in certain sections. 

If a trip to the Cape is on your schedule, this summer or next, you would 
be wise to concentrate on some of the lesser-known areas. The shore along 
Route 28 from Hyannis east to Harwichport fairly teems with tourists—and, 
frankly, the area has a fairly jumbled atmosphere. 


However, many other parts of Cape Cod are more tranquil and enjoyable. 
Along the Cape’s 65-mile length, you'll find ample opportunity for exploring. 

West of Hyannis on the south side of the Cape are colonies of larger 
summer homes and private clubs. In the Craigville-Wianno-Oyster Harbors 
area, homes reach estate size. 

Along the north or Cape Cod Bay side, from Sandwich along Route 6A 
east to Orleans, there are quiet, scenic stretches, with quaint towns such as 
Barnstable and Yarmouth. Here you'll find pleasant guest houses, excellent 
inns and dining places, and some fine antique shops. 

The section from Chatham, at the southeast end of the Cape, to Orleans 
faces the ocean across bar-protected bays. Rustic and sparsely settled, it has 
some of the Cape’s best boat harbors and hotels. 

Finally, there is the long northward arm of the Cape, reaching from 
Orleans out to Provincetown at the tip, with open ocean on one side, the 
quieter and warmer bay on the other, sandy moors in between. Wellfleet, 
on the bay, has one of the Cape’s finest harbors. Provincetown is a small 
world by itself—a sort of Greenwich Village with sand, complete with art 
galleries, gift shops, a summer playhouse, fishing boats—and tourists. 


The Chatham Bars Inn and the Wequassett Inn at the Chatham corner of 
the Cape may be classed among the top oceanside hotels in New England. 

The Southward Inn, nearby at Orleans, is pleasant and lively. Also in 
Orleans are at least three notable motels—the Skaket Beach, Governor 
Prence (another unit, with a spectacular view, is north of Truro), and Cove. 
The Salt Pond motel in Eastham is superior, too. 

In the Harwich area, the Belmont Hotel (ocean beach), Melrose Inn (quiet, 
conservative), and Snow Inn (placid resort atmosphere) are all quite enjoy- 
able, although the surrounding area is fairly crowded. 

Falmouth, a busy town at the southwest corner of the Cape, has two 
well-known hotels—the Cape Codder, overlooking Buzzards Bay, and the 
outstanding Coonamessett Inn, a year-round off-the-ocean resort. 

In the more residential Craigville-Wianno-Oyster Harbors area, you may 
want to arrange an introduction to one of the leading private clubs—the 
Oyster Harbors Club and the Wianno Club, both with fine golf courses, 
and the Beach Club at Craigville. There are good harbor and marina facili- 
ties for visiting boaters. Crosby Boatyard at Osterville is well known. 


Dining—with the emphasis on seafood—is one of the Cape's prime attrac- 
tions. It centers along Route 6A on the north side, from Barnstable Beach to 
Brewster. Bacon Farms and Captain Grey’s in Barnstable, Hotel Cumma- 
quid in Cummaquid, Cranberry Goose in Yarmouthport, and Chillingsworth 
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Personal business continued 


Inn (French cuisine) and Latham House, both in Brewster, are all excellent. 

At the eastern end of the Cape, remember the Christopher Ryder House 
in Chatham, and Orleans Inn and Cap’n Linnell’s in Orleans. 

Along 6A in the same section are a number of antique shops, where your 
wife may spend hours browsing, especially if she’s interested in china and 
glassware. Outstanding are M. W. Bangs in Barnstable, O. L. Griswold and 
Leslie Pfeiffer, both in Yarmouthport; Hope Lane in Dennis, Ship’s Wheel in 
East Dennis, and Walcliff in Brewster. 

Note: Antique Sandwich glass (displayed at the local museum in Sand- 
wich) is shown widely, but identification is difficult since genuine pieces 
are unmarked. 


Many lakes along the center of the Cape offer fresh water fishing—best for 
the sport are Wakeby, Peters, Scargo, Cliff, and Gull. You'll find them 
stocked with trout, bass, and pickerel; get a license at any town hall. 

Probably the best saltwater fishing around the Cape is in the bay, though 
surf fishermen swear by the Great Beach from Chatham to Provincetown. 
Barnstable, Dennis, Orleans, Wellfleet, and Provincetown all have ample 
fleets of small craft available for charter or for open party fishing. Chief lure 
in late summer: striped bass, with 30-lb. catches not uncommon. 


Sharks are common in nearly all U.S. coastal waters—and youre fair 
game if you and a shark happen to be swimming in the same place at the 
same time. 

Perry W. Gilbert, Cornell University zoologist who has studied shark 
behavior, has this advice: 

« Don’t swim at night or in turbid water where you can’t see well under- 
water. 

« If you spy a shark, leave the water calmly and quickly. Sharks are 
sensitive to vibrations; so don’t thrash around—use steady, rhythmic strokes. 

« Don't go into the water with any wound, however trivial, that may 
start bleeding—blood may attract sharks from several hundred feet away. 

Incidentally, an aerosol shark repellent is now on the market. 


Don’t count on a federal income tax deduction for living costs on trips 
recommended by your doctor. The U.S. Court of Appeals has just ruled 
against such an allowance—in a decision contrary to an earlier finding by 
the same court on another circuit. This leaves the situation still very much 
up in the air, with Supreme Court action a probability. 

Reminder: You can get a full deduction for state gasoline taxes. During 
a summer trip they can total 20% or more of your gasoline bill. Keep a 
record of your mileage and of all the state taxes (such as those on merchan- 
dise, food, and hotel lodgings) paid in states you travel through. 


Golfers can practice for both distance and accuracy with the aid of an 
electronic golf computer. The machine signals with flashing lights the 
length of your test drive (up to 340 yd.) and whether the ball would have 
hooked, sliced, or traveled straight down the fairway. 

Complete installation (net, target, computer console) occupies a 9-ft. by 
14-ft. area, can be set up indoors or out in 20 min. (Hammacher Schlemmer, 


145 E. 57th St., New York 22; $1,595). 
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MARKETING 


The battle on Sunday selling 


Supreme Court’s upholding of blue laws creates 
more heat than light in a situation 
that has been clouded by the stampede to the suburbs 


Two weeks ago Prof. Arthur E. 
Sutherland of Harvard Law School 
sat patiently through an eight-hour 
session of a new commission to study 
Massachusetts blue laws. He summed 
up his day with scholarly restraint: 
“We got a sense of the sentiment of 
the state as a whole. . . . It appears to 
be divided.” This classic understate- 
ment sums up the situation nation- 
wide. 

Late in May, the Supreme Court 
upheld the Sunday laws of Maryland, 
Massachusetts, and Pennsylvania. It 
gave the states a green light to 
prohibit Sunday commercial activity 
provided the ban is not based on 
religious grounds (BW —Jun.3°61, 
p26). And the fun began. 


|. Divided houses 


Some places, the ruling rolled right 
off the merchants’ backs. Around 
Milwaukee and Atlanta, some retail- 
ers hadn’t heard of it. In Los An- 
geles, where almost anything goes on 
Sunday, everything is still going 
merrily. 

Other places—around Baltimore 
and St. Louis— welcomed the ruling 
as at least clearing the air, with the 
possibility that Sunday selling would 
be curtailed. Blue law adherents in 
Arizona, Florida, and Texas expect 
stepped-up pressure for a law—or a 
more enforceable law—in the state 
legislatures. Pittsburgh discounters 
were wailing in private but called 
the decision a fine thing in public. 

Philadelphia retailers last week 
were spurred by the decision to try 
to get the blue laws enforced. Bar- 
gain City, U.S. A., discounter, got an 
injunction almost a year ago, block- 
ing enforcement in that city on the 
ground that the blue laws violated 
the state constitution. Now retailers 
are trying to get the injunction dis- 
solved. Anti-blue law adherents pin 
their hopes to getting a decision that 
the laws violate the Pennsylvania 
constitution. A group of Orthodox 
Jewish merchants is going further. It 
is seeking a- rehearing before the 
U.S. Supreme Court. 

Vigilantes. In some Ohio areas 
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near-chaos_ reigned. Immediately 
after its first decision, the Supreme 
Court upheld the Ohio law by refus- 
ing to review a lower court stand 
in the case of Euclid vs. discounter 
Giant Tiger. But even before this, 
the vigilantes had moved into action. 
Sunday, Inc., and Clevelind Retail 
Merchants Assn. said they would 
send “shoppers” into stores violating 
the Sunday ban (it exempts items of 
necessity, recreation, entertainment, 
travel, and _ activities “incidental 
thereto”). Cleveland city fathers 
said they would issue warrants 
against Sunday operators upon the 
swearing of affidavits by the vigi- 
lante groups. 

Nearby Euclid took still more 
drastic steps. For two weeks squads 
of detectives patrolled the city 
streets, gave warnings to all mer- 
chants open. The second week, they 
made arrests. 

Giant Tiger closed to see whether 
the vigilantes would go after other 
violators. But before it could find 
out, a municipal judge in Euclid 
threw a wrench in the works. 

It started when Lawson Milk Co. 
stores (picture), division of Consoli- 
dated Foods Corp., set out to get a 
clarification of the Ohio law. Lawson 
is open 365 days-a year, thinks it’s 
in the clear as far as dairy products 
are concerned. Judge William F. 
Burns upset the applecart. He ruled 
the Euclid ban (identical except for 
penalties with the Ohio law) uncon- 
stitutional. He termed the law silly, 
stupid, and idiotic. 

Euclid has called off its offensive 
till the federal courts can rule on 
the city’s appeal. 

Arrests. In Gary, Ind., police 
raided two supermarkets and Shop- 
pers Fair, discounter. They arrested 
nine people for violating the state’s 
1905 Sunday closing law. 


ll. Background for chaos 


By now it is quite clear, in the 
words of a Two Guys From Harrison 
official, that the Supreme Court 
settled nothing. The issue is any- 
thing but dead. 


Every state except Nevada has 
some sort of blue law. Many, though, 
involve bans on working. Only 25 
states have laws applying specifically 
to retailing. 

A prime trouble source is that 
many of the laws are archaic. Strictly 
speaking, the only things you can do 
legally on Sunday in Michigan are 
get married, get buried, or go to jail. 
Texas laws are concerned with such 
activities as harness making, among, 
others. The Texas bans also include 
one on “dancing in low dives.” You 
might legally mend your roof there 
but you could be arrested if you 
paint your porch. City and state offi- 
cials in many communities freely ad- 
mit that the laws as they stand are/f 
silly. 

Even recent revisions haven’ 
cleared the air too much. Broadl 
phrased laws such as Ohio’s leav 
much to be clarified. What is 
“necessity”? What is “incidental” t 
recreation? 

Beyond that, the prime charge of 
anti-blue law groups is that Sunday 
closings are almost always discrimi; 
natory. “As long as one store is 
allowed to open (except possibly 
foods and drugs),” one big dis- 
counter says, “laws that require 
others to close discriminate.” 

Winked at. It was only recently; 
that the ancient laws came to notice. 
A few states enforced closings, but 
many winked at violations. 

The move to suburbs changed all 
this. 

It wasn’t only the big department 
stores that chased after their market? 
with outlying branches. The dis- 
count store, a city child, discovered 
the suburbs, too. And, like the little 
flower stalls and home produce 
stands, they found a fine market in 
the streaming Sunday traffic. Road- 
side selling—and especially discount} 
roadside selling—became big busi- 
ness (BW—Jun.8'57,p62). Discount- 
ers reckon Sunday sales account for 
from 15% to 30% of their week's 
volume. 

The blurring of retail store types| 
further confused the picture. It was} 
one thing for a drug store to open 
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on Sunday and sell drugs. When it— 
or the variety store or the super- 
market—branched out into all sorts 
of wares, competitors began to 
worry. Some states prohibit Sunday 
sale by product rather than by type 
of outlet. But a drug store that can 
legally sell drugs finds it hard not 
to sell a camera, too. Thus, not only 
did the volume of Sunday business 
hurt closed stores; enforcement be- 
came still more difficult. 

Centers of attack. Opposition to 
Sunday selling concentrates in four 
main areas. First, the big downtown 
retailer (even in the branches) doesn’t 
want to open; his overhead is too 
heavy. (He'll do business on Sunday 
by phone, though, the discounters 
say bitterly.) Second, suburban 
downtown is probably worse hit 
than the big store. 

Third, in cities such as St. Louis 
and Seattle, union opposition to the 
added working hours is strong. If 
the unions demand extra pay, this 
cuts into profits. Finally, there is 
strong sentiment in some communi- 
ties, among the churches and the 
market itself, against the turmoil 
that Sunday selling adds. 

But the Sunday sellers have some 
strong pressures to keep open. As 
family shopping grows, Sunday takes 
on new importance as one of the 
two days when a working man—and 
his working wife—can shop together. 

Competition. As the tide mounted, 
many stores felt driven to open by 
competition—including by now 
many of the big food chains. Most 
say they open reluctantly. Even dis- 
counters echo this. The National 
Assn. of Discount Merchants found 
in a recent survey that 80% of its 
members oppose Sunday openings 
“on principle.” The association it- 
self, though, feels blue laws are 
doomed. 

Which way the tide will go no- 
body knows. The outlook promises 
to be messy for some time. Discount- 
ers have found that by lengthening 
evening hours they can recover some 
of their losses when they are com- 
pelled to close. On the other hand, 
even the major department stores 
are weakening in their stand, a lit- 
tle. Ralph Lazarus, president of giant 
Federated Dept. Stores, Inc., said 
recently in Miami that while it is 
Federated’s present policy to ob- 
serve Sunday closings, it might have 
to reconsider in view of inroads by 
competitors who go the Sunday 
route. 

The Sunday sellers believe the 
shoppers themselves are _ their 
trumps. “It’s up to the consumer,” 
Sunday sellers say. “If people don’t 
want to shop on Sunday, why do 
they come? End 
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THE PLAIN 


If you’ve seen many ads on office 
copiers, you may have found the 
claims confusing. “Copies for just 
pennies.” “Only 1¢ a copy for sup- 
plies.””’ What are the facts? 

The plain fact is that most copy- 
ing methods involve a cost of 4¢ to 
10¢ a copy. 

Only two methods do the job for a 


FACTS ABOUT OFFICE COPIERS 


A THOUGHT 
FOR YOUR 
PENNIES 


penny (materials cost, letter-size 
copies). With the first you pay a heavy 
price to lease or amortize the machines. 
The second is the diazo process, the method 
vou use with a Bruning copier. 

Your own comparisons will show 
you—for speed, appearance, cost-per- 
copy—Bruning is your clear choice. 
The more so if you make copies in 


volume. Ask those who’ve done 
it longest: architects, draftsmen, 
accountants. They’ve bought more 
Bruning machines than any other. 
Before you invest in an office copier, 
why not get all the facts? Write for 
the free color brochure, “The Plain 
Facts About Office Copiers.” There 


you'll see the evidence— 


CLEARLY, Your CHOICE 1S (BRUWING) \v ccc men 
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BUSINESS ABROAD 


Chile’s growth plan 


may be the 


model 


$10-billion, 10-year economic development program seeks 
to raise growth rate to 5.5% a year. It may 
become a blueprint for other Latin American countries 


The Chilean government two months 
ago announced a $10-billion, 10-year 
economic development plan to in- 
crease the nation’s growth rate from 
3% to 5.5% a year and to raise living 
standards by 20%. 

Next week, Chilean delegates to 
the Inter-American ministerial meet- 
ing in Uruguay will hold up their 
plan as a model for other Latin 
American countries. The meeting, at 
which Treasury Secy. Douglas Dil- 
lon will represent the U.S., was 
called to begin planning for the 
Alliance for Progress—Pres. Ken- 
nedy’s proposal for Latin American 
economic development. 

Within the next few months, a 
World Bank mission will report to 
the Chilean government its findings 
on the feasibility and reality of the 
plan. The mission, led by John H. 
Adler, is finishing its study in Chile. 
Its preliminary report indicates that 
it believes the plan is sound. 

Political stability. Chile’s eco- 
nomic development program was 
drawn up by the administration of 
Pres. Jorge Alessandri Rodriguez, a 
former businessman elected in 1958. 
Since then, he and his government 
have struggled with Chile's economic 
problems. They have succeeded in 
stabilizing the escudo and in slow- 
ing down, but not halting, a runaway 
inflation. A disastrous earthquake in 
1960 impeded them considerably, 
but reconstruction is moving ahead. 

Although there is much political 
pulling and hauling, Chile enjoys 
relative stability politically. Ales- 
sandri, often called the Latin Ameri- 
can de Gaulle, has ruled with a coali- 
tion of moderates and conservatives. 
In Congressional elections _ last 
March, however, there was a large 
swing to the left—in many areas for 
the first time. Leftwingers have 
played upon the nation’s economic 
ills and the disparity between the 
few wealthy and the many poor. 

Chilean guide. Like the five-year 
plans in India, the Chilean plan is a 


BUSINESS WEEK July 29, 1961 


guide—rather than a precise blue- 
print—within which private and 
public investments will be made 
(table below). About half the total 
investment is scheduled for the 
private sector. In the public sector, 
the government will invest 17% of 
the total in housing, agricultural re- 
form, and “infrastructure” projects 
such as roads, public health facilities, 
and education. The other 33% will go 
into industrial projects for which 
private funds are not available. 


How Chile will spend 
$10-billion in next decade 


Construction . . $2.53-billion 
Industrial expansion .. $2.12-billion 
Transportation ...... $1.45-billion 
Power and fuel .. . $1.18-billion 
Agriculture ......... $990-million 
Mining .. $720-million 
Contingencies ... . $520-million 
Urbanization and 

communication ..... $490-million 


Data: Corfo 


Financial plan. Chile expects to 
pay 80% of the plan’s cost with funds 
from domestic sources, private and 
governmental, and is seeking nearly 
$2-billion from foreign sources for 
the remainder. Of this, it hopes to 
obtain $1.5-billion from foreign gov- 
ernments, primarily the U.S., in 
loans and grants to service debt and 
to cover foreign exchange gaps. 

The plan’s managers would like 
the rest to come from private sources 
and go into industrial investment. 
They are especially interested in at- 
tracting capital industries that either 
are underdeveloped or that have 
export potential within the embry- 
onic Latin American Free Trade 
Assn. and elsewhere. 

Wooing capital. To attract private 
U.S. investment, the Chilean Devel- 





Chile’s President, Jorge Alessandri 
Rodriguez, fights to curb inflation. 


opment Corp. has set up an informa- 
tion program emanating from its 
office in New York. Present U.S. in- 
vestment in Chile runs to about $750- 
million, almost 75% of it in mining. 
Chileans would like to see _ this 
diversified into manufacturing, in 
which U.S. investment is only about 
$25-million. 

The Chilean Development Corp., 
better known as Corfo—Corporacion 
de Fomento—initiated the plan. 
Corfo is a government agency, 
founded in 1939. Over the years, it 
has developed a staff of experienced 
economists and planners. This tech- 
nical base for effective planning is 
believed to have weighed consider- 
ably in the World Bank mission’s 
analysis of the plan. 

Inflation pains. For years, infla- 
tion has been Chile's most severe 
economic ailment (chart, page 84). 
It continues today, although the rise 
is not so rapid as it was two years 
ago. Last year, the official index 
showed a rise of about 5%; this year 
it may be up 10%. 

One factor in the inflationary cycle 
is the high profit margin—70% to 
100%—that Chilean businessmen ex- 
pect. Coupled with this is the con- 
stant upward adjustment of mini- 
mum wage scales. 

Aggravating the situation are what 
foreigners regard as exorbitant bank- 
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ing interest rates, ranging from 15% 
to over 25%, which both manufac- 
turer and merchant must pay. 

Corfo admits that more inflation 
may be coming, and that if it in- 
creases its pace, the 10-year plan 
may have to be revised, with cuts in 
public sector investments. 

Copper crisis. Like most Latin 
American countries, Chile is de- 
pendent on one commodity for the 
major portion of its foreign exchange 
earnings. Last year, copper ac- 
counted for 68% of Chile’s exports. 

In drawing up the development 
plan, Corfo paid special attention 
to the balance of payments and the 
place of copper exports in it. The 
planners estimated that the price of 
electrolytic copper will average 30¢ 
per lb. during the coming decade. 
This undoubtedly will fluctuate, and 
the development program is de- 
signed for revision to allow for it. 

Recently, Anaconda Co. and Ken- 
necott Copper Co.—U.S. companies 
operating in Chile—have come un- 
der fire from newspapers and polli- 
ticians. The companies are being 
urged to expand their operations 
and to produce highly refined (elec- 
trolytic) copper in Chile instead of 
shipping partially refined copper 
abroad for further refining. 

Two years ago, the companies 
made separate proposals calling for 
a total investment of more than 
$300-million over a six-year period. 
In return, they want the government 
to guarantee a 20-year freeze on 
present copper laws, such as those 
applying to taxes and labor. The 
government regards these demands 
as excessive. 

This week, Enrique Serrano, Min- 
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ister of Mines, announced that 
Congress will be asked to pass a 
bill requiring the companies to in- 
crease their production by at least 
15% every three years, based on 
average production for the previous 
five years. The bill also would oblige 
the companies to refine electro- 
lytically in Chile 90% of the copper 
to be exported, and would require 
the companies to spend the equiva- 
lent of 1% of taxable income on 
housing for workers. Serrano said 
that if investment plans for expan- 
sion are insufficient, the companies’ 
income taxes would be increased. 

Tax reform. Although earnings 
from copper are vital, there are other 
crucial elements upon which success 
of the development plan depends. 
Chile probably will not be able to 
raise the funds to pay for the do- 
mestic share without tax reform. 
And without agricultural reform, 
the country will continue to spend 
vital foreign exchange for imports 
of food. Nearly 20% of Chile’s im- 
ports are agricultural products, in 
which it could be self-sufficient. 

Most of the planners agree that 
the tax system is due for rigid 
reform. Under the present law, some 
individuals and businesses pay much 
lower taxes than others with com- 
parable incomes. Tax reform advo- 
cates also claim that there is wide- 
spread tax evasion. 

Many Chileans profess to see little 
benefit in large-scale foreign aid 
unless their own tax structure is put 
in order. This, they say, requires the 
so-called moneyed interests to give 
up a large portion, in taxes, of the 
high profit they get from sales or 
from the high return they get from 
money lending. Chile has new tax 
legislation on its agenda—but such 
reform faces powerful opposition. 

Land problems. In Chile, as in 
many other Latin American coun- 
tries, a few wealthy owners hold 
vast areas of arable land, some of 
which is left idle. Other lands are 
not properly cultivated. 

The government has completed a 
set of aerial photographs and surveys 
showing all arable land and timber. 
It is using this information to step 
up colonization and to help finance 
building supplies and equipment. It 
plans to build better roads from farm 
areas to improve food distribution, 
to help finance housing, and to teach 
improved agricultural methods. 

The real test will come when the 
government pushes for better use 
of existing farm land. Proposed leg- 
islation would empower the govern- 
ment to intervene in cases where 
land is not being properly used. As 
with tax reform, such legislation will 
meet strong opposition. End 
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In business abroad 


U. S. manufacturer in joint venture 
to advance coal industry in India 


India’s lagging coal industry will be spurred by U.S. 
investment under a deal announced this week. Terms 
under which the U.S. investor retains controlling in- 
terest of a joint venture may mark a shift in the Indian 
government's policy. 

McNally-Pittsburg Mfg. Corp. of Pittsburg, Kan., 
a major manufacturer of coal-processing equipment, 
joins with Bird & Co. (Pvt.), Ltd., of Calcutta to form 
a new Indian company—McNally-Bird Engineering Co. 
(Pvt.), Ltd—to manufacture heavy equipment for coal, 
lime, fertilizer, and other bulk processing plants. It will 
produce equipment for existing plants or set up entire 
new plants. 

This venture has significance as a possible help to 
the coal industry in catching up with the progress of 
other basic industries of India under the Third Five- 
Year Development Plan started this year (BW—Jan.28 
61,p117). 

It also may mark a turning point in India’s official 
attitude toward investment. Heretofore, it has been 
virtually mandatory in joint ventures for Indians to 
hold the controlling interest; while details of the new 
venture have not been disclosed, it is known that Mc- 
Nally-Pittsburg has the controlling interest. 


East Germans and Poles sign up for deals 
with two major British companies 


Major British companies continue to make substantial 
deals with East European countries. 

Courtaulds, Ltd., Britain’s biggest textile manufac- 
turer, last week won a $5.6-million contract for the 
construction of an acrylic fiber plant in Lodz, Poland. 
With its subsidiary, Procindus, Ltd., Courtaulds con- 
tracted with POLIMEX, the Polish State Import-Export 
Company, to supply the knowhow and machinery for a 
factory to be situated somewhere in Poland. 

Humphrey's & Glasgow, Ltd., a big British chemical 
processor, has obtained knowhow and licenses for a 
wide range of East German chemical processes. In 
return, the British company will build a chemical plant 
for the Walter Ulbricht Chemical Works in Leuna, 
East Germany. 


Corn Products invades Australian market 
through deal with local company 


Corn Products Co. this week made its initial entry into 
the Australian market. 

A division, Corn Products International, has agreed to 
furnish technical assistance to Clifford Love Starch 
Products, Pty., of Australia. In return, Clifford will be 
sole agent in Australia for Corn Products’ line of goods. 
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No money has changed hands in this deal. However, 
Corn Products soon may make a substantial investment 
in Australia. 

Reason for the move into the Australian market is 
the high standard of living in the country and the in- 
creasingly cosmopolitan tastes coming into Australia 
with the influx of immigrants. Population growth by 
immigration is an important factor in the country. 

Corn products refused to predict the size of the 
Australian market for its products. But it is “highly 
optimistic” and sees an excellent future for both indus- 
trial and consumer items. 


Los Angeles theatrical agency buys 
similar outfit in Western Europe 


William Morris Agency, Inc., one of the largest talent 
representative organizations in the world, announced 
this week that it will operate its own offices overseas 
for the first time. 

The Los Angeles-based corporation acquired the 
John Mather Organization, Western Europe’s foremost 
theatrical agents. The cash amount was not disclosed. 

William Morris, a multimillion-dollar-a-year opera- 
tion, will run the newly acquired property as a wholly 
owned subsidiary to be called the William Morris 
Organization. It will have headquarters in Rome. 

Previously, William Morris operated in Europe 
through affiliated talent firms. Now, however, with 
Hollywood going overseas increasingly to produce its 
films, William Morris wants to be on the spot to watch 
over the star clients. The overseas branch also will be 
useful for developing new talent, which eventually may 
mean new clients, more business. 


U. S. valve maker expands European operations 
by setting up new French company 


Crane Co., major valve and plumbing manufacturer, 
moved this week to expand its manufacturing facilities 
overseas. It set up a French operating company, Cie. 
Crane, with headquarters in Paris. 

The new company was formed by merging two lead- 
ing French valve manufacturers: J. Cocard of Lille and 
Cie. Industrielle & Commerciale de Robinetterie, Rec- 
cords & Accessoires (CICRA) of Paris. Cocard produces 
steel valves, and CICRA manufactures brass and iron 
valves and pipe fittings. 

Crane gained control of both companies last year by 
a series of stock purchases and acquisitions. Although 
the U.S. company declines to give the exact cost of the 
takeover, it does say that it ran well over $3-million. 

Cie. Crane is 75% owned by the U.S. company. The 
remainder of the stock in the newly formed company 
is publicly held in Western Europe, and traded on the 
Paris Bourse. Besides the French operation, Crane also 
has interests in Britain, Holland, and Italy. 
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Are you the last one to know 
what’s happening ? 


It’s important for men in management positions to know what's hap- 
pening in the world of business fast . . . not last. 

Have you been getting Business'Week’s meaningful news cover- 
age too late to put it to fullest use . . . in your job and to further your 
career? If you have been reading Business Week on a “pass-along” 
basis, you may have missed Business Week's urgent reporting and 
interpreting at the time when you could use it most profitably. Many 
of our subscribers tell us that they “drop everything” to read Busi- 
ness Week as soon as it arrives, so important do they consider its 
content each week. ( Usually, the men who tell us this are top execu- 
tives who know, from long experience, how important it is to regard 
Business Week as urgent reading matter. ) 

So, if this copy of Business Week was addressed to you on an 
instead of a subscription label . . . maybe 
now is the time to start getting your own copy regularly. A personal 
subscription will bring you Business Week every week for $6.00 
a year (U. S. only—other rates on request. ) 

Simply write to us on your company letterhead, giving your title, 
company name and type of business. We'll be glad to bill you later. 


Circulation Mgr., Business Week, Rm. 3000, 330 W. 42nd St., N. Y. 36, N. Y. 
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THE TREND 


BIN, 


Preparing for the showdown in Berlin 


There is not the slightest doubt that Pres. Kennedy 
has the solid support of the entire country in his call 
for a mobilization of national will and national 
strength to meet the Soviet threat in Berlin. Premier 
Khrushchev clearly has decided to make this a test 
of our nerve and our ability to protect our most vital 
interests. To fail that test would be to accept the 
status of a second-class power. 

Under the circumstances, the President can and 
must ask for whatever his Administration honestly 
feels it needs in the way of men and money to put 
the U.S. in a position of strength. It is in keeping 
with the discipline that this crisis demands that he 
should not yield to the natural temptation to ask for 
more than that. 

This is not a time to demand sacrifice simply for 
the sake of sacrifice. The showdown with the Com- 
munists is not something that will come to a head 
and then subside. Even on the most hopeful assump- 
tions, it promises to continue for years if not genera- 
tions. It will be a burden upon the resources of this 
country for as far ahead as anyone can see. 

The problem that faces the Kennedy Adminis- 
tration is to distribute the burdens of the new mobili- 
zation in the way that will do the least damage to 
the country’s economic strength and to its free 
institutions. This may very well mean that the Presi- 
dent and his advisers will have to give up some of 
the most cherished projects of the New Frontier. 
If the country must spend an additional $3.4-billion 


Tunisian adventure 


In the Political Handbook for Young Nations (as 
yet unpublished) there are three cardinal rules of 
action that are guaranteed to stir up trouble: 

" Pick on the older nations, particularly when 
they are busy with other problems. 

= Grab what you want, swiftly and suddenly, be- 
fore there’s a chance to negotiate. 

= Appeal loudly to world opinion, and if possible 
play East against West. 

Last week, with surprising unoriginality, Pres. 
Bourguiba of Tunisia followed the book all the way. 
He tried to force France to withdraw its garrison 
from the naval base at Bizerte, even though Pres. 
de Gaulle was in the midst of delicate negotiations 
to try to end the neighboring Algerian war. He 
triggered the brief, bloody incident, even though 
Tunisia and France had agreed three years earlier 
to negotiate full evacuation from Bizerte. Then, to 
top it off, the Tunisian president called on both 
neutralist and Communist countries for aid. 


for defense now, and if it must be prepared to spend 
even greater sums in the future, then the Admin- 
istration must rethink its ambitious and costly plans 
in such areas as housing, aid to agriculture, veterans 
benefits, and welfare. 

The figures on the federal budget for the fiscal 
year just ended provide an ominous footnote to the 
President's call for mobilization. Instead of the ex- 
pected deficit of about $2-billion, we came out with 
receipts $3.9-billion short of expenditures. This 
means that the deficit in the current fiscal year—end- 
ing June, 1962—will hit $5-billion, even if new de- 
fense expenditures are held to the barest minimum. 

It is this prospect that has prompted the sudden 
talk in Washington of an increase in taxes—an 
abrupt and chilling reversal of the early predictions 
of a tax cut and thoroughgoing tax reform in 1962. 

If there is no alternative, the country will be will- 
ing to forgo the tax cut that is so long overdue; it 
will even accept a raise in taxes. But it will pay a 
penalty both immediately and in long-term growth 
and development. 

It is vitally important for the Kennedy Adminis- 
tration—as it asks for the support of the country— 
to make sure that it has done everything it con- 
ceivably can to bring the expenditure side of the 
budget under control. It will then be in a position 
to command the full strength of a united and deter- 
mined nation as it faces the crisis that the Soviets 
are forcing upon us. 


This pattern of provocation is all the more sur- 
prising, in view of Bourguiba’s record as a pro- 
Western statesman sympathetic to France’s complex 
problems in North Africa. 

Now, even Bourguiba himself has described his 
ill-timed moves at Bizerte as a “stupid war.” He has 
made French-Algerian negotiations more difficult. 
He has helped harden the attitudes of French 
rightists who have long opposed de Gaulle’s patient 
efforts to reach an Algerian compromise. 

Far worse, any new political fires in North Africa 
will create a situation ripe for Communist infiltra- 
tion, just when the West is facing the Soviet threat 
in Berlin. 

U. N. Secy. Hammarskjold’s hurried visit to Tunis 
—in the wake of a Security Council resolution call- 
ing for a cease-fire—gives both the French and 
Tunisians an opportunity to cope with their dispute 
more calmly. We hope Bourguiba sees it this way— 
and does not, instead, inflame the situation further. 
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